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SECURITIES ACT OF 1933 
Release No. 5454/February 7, 1974 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10632/February 7, 1974 


NOTICE OF PROPOSED AMENDMENT TO GUIDE 28 
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OF THE GUIDES FOR PREPARATION AND FILING 
OF REGISTRATION STATEMENTS UNDER THE 
SECURITIES ACT OF 1933 AND PROPOSED ADOPTION 
OF GUIDE 2 OF PROPOSED GUIDES FOR PREPARA- 
TION AND FILING OF REPORTS AND REGISTRATION 
STATEMENTS UNDER THE SECURITIES EXCHANGE 
ACT OF 1934 (File No. S7-511). 


(Comment Period Expires March 29, 1974) 


NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission is proposing to amend Guide 28, 
“Extractive Reserves,” of the Guides for Preparation and 
Filing of Registration Statements (Release No. 4936, as 
amended) under the Securities Act of 1933 ("Securities 
Act”). If adopted, Guide 28 would be amended by adding 
a new paragraph (b) relating to disclosure by companies 
engaged in the gathering, transmission, or distribution of 
natural gas and would be captioned “Disclosure of 
Extractive Reserves and Natural Gas Supplies.” In ad- 
dition, the Commission is considering the adoption of the 
substance of Guide 28, as amended, as Guide 2, ’Dis- 
closure of Extractive Reserves and Natural Gas Supplies,” 
of proposed Guides for Preparation and Filing of Reports 
and Registration Statements under the Securities Exchange 
Act of 1934 ("Exchange Act”). Paragraph (a) of proposed 
Guide 2, relating to extractive reserves, would apply only 
to registration statements on Form 10 and not to annua! 
reports on Form 10-K or other periodic reports under the 
Exchange Act. 


Guide 28 presently states that Instruction 2 to Item 10 of 
Form $1 and Item 5(a) of Form S-7 require registrants 
engaged in extractive operations to include in their pros- 
pectus appropriate information regarding the quantitative 
amount of their estimated reserves and indicates the 
manner in which such information may be set forth. Pur- 
suant to Items 9(a) ("Description of Business”) and 10 
("Description of Property”) of Form S-1 and Item 5(a) 
(“Business”) of Form S-7, the proposed amendment to 
Guide 28 would require registrants engaged in the gathering, 
transmission, or distribution of natural gas to disclose 
adequate and appropriate information, based upon the facts 
and circumstances of their particular situation, with re- 
spect to the current availability (deliverability) of gas 
supplies. The Guide would set forth certain factors that 
firms in the gas industry should consider in making dis- 
closure of their capacity to respond to users’ needs for 
natural gas. Proposed Guide 2 would relate to similar 
discriptions of business and property required by Items 1 
(b) (“Business”) and 3 (“Properties”) of Forms 10 and 10- 
K under the Exchange Act, but would not require dis- 
closure of extractive reserves in Form 10-K. 


These proposals are designed to provide more meaningful 
and understandable information in registration statements 
filed pursuant to the Securities Act and in reports and regis- 
tration statements filed pursuant to the Exchange Act. 
However, in light of present energy shortages and the actual 
or possible impact which a demand for natural gas in excess 
of current supply may have on the operations of firms in 
the gas industry, the Commission reiterates the need for 
prompt and accurate disclosure to the investing public with 
respect to information, both favorable and unfavorable, 
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concerning such firms’ current and anticipated supplies of 
natural gas. 1/ 














(Guide 28 would be amended by adding the italicized text), 





{ 
Guide 28. Disclosure of Extractive Reserves and Natural | 
Gas Supplies. } 


(a) Instruction 2 to Item 10 of Form S-1 and Item 
5(a) of Form S-7 require that registrants engaged in ex- 
tractive operations include in their prospectus, where appro- { 
priate, the quantitative amount of their estimated reserves. 

If appropriate, the current market price per barrel of oil, 
m.f.c. of gas, or the assay value per ton of ore may also be } 
shown, but it is deemed inappropriate to show a dollar 
amount equal to the market price multiplied by the number 

of barrels of oil, m.c.f. of gas or tons of ore. 


(b) Pursuant to Items 9(a) and 10 of Form S-1 and 
Item 5(a) of Form S-7, registrants engaged in the gathering, 
transmission, or distribution of natural gas are required to 
disclose adequate and appropriate information with re- 
spect to the current availability (deliverability) of gas 
supplies. Each such registrant should develop disclosure 
based upon the facts and circumstances of its particular 
situation. Where applicable, such disclosure should include, 
but not be limited to, statements pointing out that: 


1. Estimates of gas supplies (proved reserves, whether 
developed or undeveloped, or other sources) owned, 
dedicated, or contracted to a system, whether or not based 
on reports of outside consultants, are not necessarily 
indications of the registrant's ability to meet current or 
anticipated market demands or immediate delivery require- 
ments due to certain specified limiting factors, such as the 
physical limitations of gathering and transmission systems 
and of the productive capacity of wells; 





2. The total gas supply available to the registrant's 
system may include significant amounts of gas subject to 
priorities which may affect deliverability to certain classes} 
of customers, such as customers receiving services under 
low priority and interruptible contracts; 


3. Priority allocations and price limitations imposed by 
federal and state regulatory agencies, as well as other 
factors beyond the control of the registrant, may affect 
the ability of the registrant to meet the delivery demands 
of its customers; 


4. Numerous factors beyond the control of the regis- 
trant, such as other parties having control over the drilling 
of new weils, competition for the acquisition of gas and 
the availability of foreign reserves, may affect the ability 
of the registrant to acquire additional gas supplies, or to 
maintain or increase the capacity to deliver; and 


5. The registrant's earnings and financing needs may 
be affected by either the short or long-term inability to 
meet the deliverability requirements of the registrant's 
customers. 


Each registrant should describe the factors disclosed in the 
aforementioned statements and indicate steps available to 
it to respond to future supply or delivery problems. In- A 
formation concerning gas supplies, delivery commitments, 
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and customers’ requirements should be presented in a form 
understandable to investors. The Commission believes that 
investors would be better informed if registrants would pub- 
lish tabular presentations setting forth historical information 
with respect to gas obtained from all sources of supply, the 
sources of supply relied upon, and the amounts received 
from each source, together with comparable information 
based on estimates of gas available from present and anti-_ 
cipated sources for each of the next 3 years, or such other 
period of years as may be appropriate. 


Guide 2. Disclosure of Extractive Reserves and Natural 
Gas Supplies. 


(a) Items 1(b) and 3 of Form 10 require that com- 
panies engaged in extractive operations include, where 
appropriate, the quantitative amount of their estimated 
reserves. If appropriate, the current market price per barrel 
of oil, m.c.f. of gas, or the assay value per ton of ore may 
also be shown, but it is deemed inappropriate to show a 
dollar amount equal to the market price multiplied by the 
number of barrels of oil, m.c.f. of gas or tons of ore. 


(b) Pursuant to Items 1(b) and 3 of Forms 10 and 
10-K, companies engaged in the gathering, transmission, or 
distribution of natural gas are required to disclose adequate 
and appropriate information with respect to the current 
availability of gas supplies. Each such company should 
develop disclosure based upon the facts and circumstances 
of its particular situation. Where applicable, such disclosure 
should include, but not be limited to, statements pointing 
out that: 


1. Estimates of gas supplies (proved reserves, whether 
developed or undeveloped, or other sources) owned, de- 
dicated, or contracted to a system, whether or not based 
on reports of outside consultants, are not necessarily in- 
dications of the company’s ability to meet current or anti- 
cipated market demands or immediate delivery requirements 
due to certain specified limiting factors, such as the phy- 
sical limitations of gathering and transmission systems and 
of the productive capacity of wells; 


2. The total gas supply available to the company’s system 
may include significant amounts of gas subject to priorities 
which may affect deliverability to certain classes of 
customers, such as customers receiving services under low 
priority and interruptible contracts; 


3. Priority allocations and price limitations imposed by 
federal and state regulatory agencies, as well as other factors 
beyond the control of the company, may affect the ability 
of the company to meet the delivery demands of its 
customers; 


4. Numerous factors beyond the control of the company, 
such as other parties having control over the drilling of new 
wells, competition for the acquisition of gas and the avail- 
ability of foreign reserves, may affect the ability of the 
company to acquire additional gas supplies, or to maintain 
or increase the capacity to deliver; and 


5. The company’s earnings and financing needs may be 
affected by either the short or long-term inability to meet 
the deliverability requirements of the company’s customers. 


Each company should describe the factors disclosed in the 
aforementioned statements and indicate steps available to it 
to respond to future supply or delivery problems. In- 
formation concerning gas supplies, delivery commitments, 
and customers’ requirements should be presented in a form 
understandable to investors. The Commission believes that 
investors would be better informed if companies would 
publish tabular presentations setting forth historical in- 
formation with respect to gas obtained from all sources of 
supply, the sources of supply relied upon, and the 

amounts received from each source, together with com- 
parable information based on estimates of gas available 

from present and anticipated sources for each of the next 

3 years, or such other period of years as may be appropriate. 


The Commission proposes to amend Guide 28 and to adopt 
Guide 2 pursuant to authority in Sections 7, 10, and 19(a) 
of the Securities Act, as amended, and Sections 12, 13, and 
23(a) of the Exchange Act, as amended. 


All interested persons are invited to submit their views and 
comments on the foregoing proposals to amend Guide 28 
and to adopt Guide 2 in writing to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549, prior to March 29, 1974. All such com- 
munications will be placed in the public files of the Com- 
mission and should refer to File No. S7-511. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ The Commission recently filed a complaint against 
Coastal States Gas Corporation (“Coastal”) and an officer 
thereof alleging violations of the anti-fraud provisions of the 
Exchange Act and certain rules thereunder, including the 
reporting requirements of such Act. SEC v. Coastal States 
Gas Corp., Civil Action No. 73-H-1262 (S. D. Tex., Sep- 
tember 11, 1973); Litigation Release No. 6054 (September 
12, 1973). “The complaint alleged that Coastal . . . had 
disseminated press releases and that [an officer of Coastal] 
had made speeches regarding Coastal’s earnings goals, avail- 
ability of reserves to meet long-term contractual commit- 
ments, the ability of Coastal to increase its reserves during 
national shortages, and Coastal’s effectuation of short-term 
transactions while awaiting improved price conditions in 
long-term markets, but omitted to disclose in public state- 
ments and in filings with the Commission that defendants 
entered into transactions, described in the complaint, 
affecting deliverability, availability of gas, earnings and pro- 
fitability after they recognized shrinking profit margins 
and an impending shortage of available natural gas, which 
transactions had the effect of increasing short-term profit- 
ability and depleting available gas reserves necessary to ful- 
fill long-term commitments.” Securities Exchange Act Re- 
lease No. 34-10408 (September 26, 1973) 1- 2. See also 
Securities Act of 1933 Release Nos. 33-5092 (October 5, 
1970), Timely Disclosure of Material Corporate Develop- 
ments, and 33-5447(December 20, 1973), Disclosure of 
the Impact of Possible Fuel Shortages on the Operation of 
Issuers Subject to the Registration and Reporting Pro- 
visions of the Federal Securities Laws. 
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SECURITIES ACT OF 1933 
Release No. 5455/February 5, 1974 


TEMPORARY SUSPENSION OF THE REGULATION A 
EXEMPTION OF LOCATING DEVICES, INC. 


The Securities and Exchange Commission has issued an 
order temporarily suspending the Regulation A exemption 
from registration under the Securities Act of 1933 with re- 
spect to a public offering of securities of Locating Devices, 
Inc. (“Locating”) of Hauppague, New York. Executive 
Park Securities of Elmsford, New York, was the named 
underwriter for the offering, which commenced on June 
28, 1971, and was completed on July 30, 1971. 


Pursuant to a notification filed on April 19, 1970, Locating 
offered 55,000 units (consisting of 55,000 shares of its 
$.01 common stock and warrants to purchase an additional 
55,000 shares of common stock) at $3.00 per unit for an 
aggregate of $165,000. According to the order, the Com- 
mission has reason to believe that: (a) the offering circular 
of Locating contains untrue statements of material facts 
and omits to state material facts necessary in order to make 
the statements made, in light of the circumstances under 
which they were made, not misleading, particularly with 
respect to, among other things, the use of proceeds of the 
offering and the failure to disclose significant financial losses 
of the company; and (b) the offering was made in violation 
of Section 17 of the Securities Act of 1933, as amended. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10627/February 4, 1974 


Admin. Proc. File No. 3-4177 

In the Matter of the Application of 

DANIEL S. BRIER & CO., INC. 

80 Broad Street 

New York, New York 

and 

DANIEL S. BRIER 

For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


FINDINGS, OPINION AND ORDER MODIFYING ACTION 
OF REGISTERED SECURITIES ASSOCIATION 


REGISTERED SECURITIES ASSOCIATION — REVIEW 
OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 


Failure to Comply with Net Capital Requirements 
500/SEC DOCKET 








Registered association’s finding that member could not 
include unsecured loans to officer as asset for purposes of 
net capital computation, sustained, and its finding of 
resulting violation of net capital requirements affirmed but 
penalty modified in view of surrounding circumstances, 
including facts that member upon notice of net capital 
deficiency voluntarily ceased doing business pending 
prompt correction of net capital position and had served a 
suspension imposed by the Commission in administrative 
proceedings based in part on same net capital violation. 






APPEARANCES: 
Joseph Levine, for respondents. 


Lloyd J. Derrickson and Raymond J. Gustini, for the 
National Association of Securities Dealers, Inc. 


This is an application pursuant to Section 15A(g) of the 
Securities Exchange Act for review of disciplinary action 
taken by the National Association of Securities Dealers, 
Inc. (“NASD”) against Daniel S. Brier & Co.,-Inc., an 
NASD member, and Daniel S. Brier, the member's presi- 
dent and with his wife the owner of all its stock. The 
NASD censured both respondents, expelled the firm from } 
membership, barred Brier from association with any 
member in a principal, managerial or supervisory capacity, 
and fined the respondents $5,000 and assessed them with 
costs of $126.40. The NASD found that respondents vio- 
lated Section 1 of Article Il! of the NASD’s Rules of Fair 
Practice 1/ in that as of March 31, April 30, May 29, June 
30 and July 31, 1970 the firm failed to comply with our 
net capital requirements. 2/ 








Section 15A(h) of the Exchange Act, which defines the 
nature of our review of NASD disciplinary action, pro- 
vides that we must dismiss these review proceedings if 

we find that respondents engaged in the conduct found by | 
the NASD and that such conduct violated the designated | 
NASD rules, unless we further find that the penalty im- 
posed by the NASD is excessive or oppressive, having due 
regard to the public interest, and should be cancelled or 
reduced. In this case the respondents do not deny the 

net capital violations found by the NASD but assert that 

the penalties the NASD imposed are unduly severe and 
excessive in light of the particular circumstances presented. 


The basic facts are undisputed. On August 19, 1970, an 
NASD examiner initiated an examination of the member 
firm, including its trial balance and related schedules as of 
July 31, 1970. Upon an analysis of the relevant data 

the NASD’‘s staff concluded that the firm had a net capital 
deficiency under our Rule 15c3-1 of approximately 
$40,000 as of July 31, 1970, and so advised Brier ina 
conference on August 21. The failure to comply with the 
net capital requirements basically revolved around the 
treatment of an account called Loans and Exchanges. The 
firm had included this account as an asset for net capital 
purposes, on which basis there was no violation; the NASD 
computation on the other hand excluded the item from 
assets for net capital purposes, thereby arriving at the 
above net capital deficiency. 










Brier stated that he had not realized that the Loans and Ex- 
changes account, which basically represented unsecured 
loans to him from the firm, could not be counted as an asset 
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for net capital purposes, that his personal net worth at all 
times exceeded the amount of the loans, and they could 
have been repaid readily at any time. He agreed to and did 
voluntarily cease to conduct a securities business pending a 
correction of the firm’s net capital position and on August 
28, 1970 he furnished the NASD with documentation of a 
$45,000 bank deposit he had made in the firm’s account 
which remedied the firm’s net capital deficiency. 


In the course of the above discussions with Brier during 
August 1970, the NASD staff requested and received trial 
balances and data for months prior to July. Upon analysis 
of such material the NASD staff concluded that net capital 
deficiencies had also existed as of the end of each month 
from March through June 1970, which as in the case of the 
July 31 deficiency, revolved around the treatment of un- 
secured loans to Brier from the firm. 3/ 


Although respondents argued before the NASD District 
Committee that there was no real violation of the net 
capital requirements because the receivable from Brier was 
always collectible and was repaid following the NASD 
examination, respondents do not on this appeal question 
that there was a violation of the net capital rule. 4/ As 
noted above, the sole ground for their appeal is that the 
NASD penaities are unduly severe and excessive. 


The NASD issued its complaint in this matter in March 
1971. At that time there was already pending before us 

an administrative proceeding initiated by our enforcement 
staff which included a charge of a net capital violation, as 
of March 31, 1970, one of the dates encompassed in the 
NASD complaint. In April 1971 respondents made offers 
of settlement, providing with respect to the NASD pro- 
ceeding, that respondents be suspended for ten business 
days and fined $1,000, 5/ the period of suspension to be 
concurrent with a similar ten business day suspension pro- 
posed in their offer to settle the administrative proceeding 
before us. 


The offer of settlement in our administrative proceeding 
was accepted and reflected in an order issued in May 1971. 
6/ The offer of settlement to the NASD was accepted by 
the NASD District Business Conduct Committee and for- 
warded by it to the NASD National Business Conduct 
Committee. 7/ which acting for the NASD Board of 
Governors rejected the offer. Respondents state that their 
former counsel was informed by the NASD staff that the 
reason for the rejection was that the National Committee 
desired a ten business day suspension independent of that 
to be imposed in our administrative proceedings. Re- 
spondents further state that they were willing to accede to 
such an additional suspension but that their former counsel 
advised against it in view of our administrative suspension. 


Upon rejection by the National Committee of the respond- 
ents’ offer of settlement, the matter was set down for a 
hearing before a subcommittee of the District Committee 
and thereafter that Committee issued its decision finding the 
net capital violations described above and concluding that 
the firm should be expelled from membership, that Brier 
should be barred from association with any member, and 
that both respondents should be censured, fined $5,000 

and assessed costs. Respondents appealed to the NASD’s 
Board of Governors, where they argued that the District 





Committee’s penalties were excessive particularly in view 
of the offer the District Committee had originally ac- 
cepted. The Board of Governors in its decision found 
“merit” in the contention that the penalties were too 
severe, stating that it was impressed that at one point the 
NASD'‘s staff was apparently thinking in terms of “a ten 
or twenty-day suspension and a $1,500 fine” and that it 
was sensitive to the respondents’ belief that the subsequent 
penalties were an unwarranted increase over what might 
have been originally contemplated. Accordingly, the Board 
reduced the penalty imposed on Brier from a bar from as- 
sociation with any member in any capacity to a bar as a 
principal or in a managerial or supervisory capacity; the 
Board, however, affirmed the expulsion of the firm and the 
censure, the $5,000 fine and the assessment of costs 
against both respondents. 


We agree with the NASD that a violation of the net capital 
requirements is a serious matter. It is not excused by re- 
spondents’ assertions that there was no intent to violate 
and that the violation was due to a lack of understanding 
of the rule, nor by the facts that Brier took corrective 
action when the matter was brought to his attention and 
that no customers or others were caused any loss. Never- 
theless, those are mitigating factors. They must be con- 
sidered together with the other circumstances peculiar to 
this case in assessing the penalty called for by the public 
interest. 9/ As noted earlier, Brier voluntarily discontinued 
securities activities upon being advised of the net capital 
problem by the NASD staff, and took prompt action to 
bring the firm into compliance by arranging for a deposit of 


$45,000. 10 / 


Respondents state that the firm has been in compliance 
since this matter was brought to their attention in 1970, 
and Brier testified that subsequently the firm’s ratio of 
aggregate indebtedness to net capital has been far below 
the 20 to 1 ratio allowed under the rule and also that the 
firm has subsequently followed the practice of sending 
customers monthly checks for their credit balances. In 
their offer of settlement in our administrative proceedings 
respondents also represented that the firm’s net capital 
position had been brought into conformity with the re- 
quirements of the Exchange Act and our rule thereunder, 
and undertook to furnish our regional office a trial balance 
and to notify that office in writing if and when its net 
capital fails to meet much requirements, and in the event 
of a deficiency promptly to cease doing business until such 
time as its net capital again complied with those require- 
ments. Our order suspending the firm’s broker-dealer 
registration and suspending Brier from association with any 
broker or dealer was expressly made subject to these under- 
takings and representations. 11 _/ 


We emphasize that we do not condone Brier’s action in 
borrowing funds from the firm on an unsecured basis for 
his personal use. 12 / Even though he and his wife owned 
all the stock and he may have considered the firm as his 
alter ego, his actions posed at least a potential risk for 
customers and creditors. We and the NASD, however, 
have common objectives in exercising our regulatory func- 
tions under the Exchange Act for the protection of invest- 
ors and in the public interest. And in the exercise of such 
functions we have already imposed remedial sanctions on 
respondents for conduct including the same conduct as in- 
volved in the NASD proceeding. 13 / Under these and the 
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other circumstances of this case, we find the additional 
and severe penalties imposed by the NASD excessive and 
oppressive. Accordingly, we reduce them. 


In view of respondents’ corrective actions since this matter 
was brought to their attention, the suspensions they have 
already served, and their undertakings and representations 
with respect to conforming to net capital requirements, we 
conclude that a censure and a $1,000 fine, conforming to 
the offer originally found acceptable by the NASD District 
Committee, is appropriate. 


Accordingly, 1T 1S ORDERED that the penalties imposed 
by the NASD in this case be, and they hereby are, modified 
to a censure of both respondents and imposition of a 
$1,000 fine on them severally and jointly. 


By the Commission (Chairman GARRETT and Com- 
missioners LOOMIS, EVANS and SOMMER). 


George A. Fitzsimmons 
Secretary 


1/ Section 1 of Article Il requires the observance of high 
standards of commercial honor and just and equitable 
principles. of trade. 


2/ Section 15(c) (3) of the Exchange Act and Rule 15c3-1 
issued thereunder together insofar as relevant here prohibit 
a broker-dealer from effecting securities transactions when 
its aggregate indebtedness exceeds 2,000% of its net capital 
or it does not have net capital of at least $5,000. 


3/ The net capital deficiencies found for the earlier months 
were both more and less than the $40,000 deficiency as of 
July 31, being $18,990 as of March 31; $85,410 as April 
30; $60,650 as of May 29; and $52,339 as of June 30. In 


all instances the deficiencies were less than the loans to Brier. 


4/ Rule 15c3-1(c) (2) provides that “net capital” under 
the rule means net worth adjusted by deducting assets 
which cannot be readily converted into cash, including 
“all unsecured advances and loans.” 


5/ There is some ambiguity about the amount of the pro- 
posed fine. Respondents refer to it as $1,000; the NASD 
refers to it at one point as $1,000 and at another as $1,500. 


6/ Daniel S. Brier & Co., Inc., Securities Exchange Act Re- 
lease No. 9178 (May 24, 1971). 


7/ The NASD Code of Procedure for Handling Trade 
Practice Complaints provides that if an offer of settlement 
is accepted by a District Business Conduct Committee, it 
shall draft an Order of Acceptance which shall not become 
effective until it is submitted to and approved by the 
National Committee which is delegated authority to accept 
finally or reject an offer. NASD Manual, Paragraph 3012A 
(d). 


8/ The NASD does not deny respondents’ explanation of 
the rejection of the offer of settlement, although it does 
characterize the references to the former attorney’s dis- 
cussions regarding the rejection as “hearsay.” The NASD 
states in its brief here that its files show that the National 
Committee voted to reject the respondents’ offer as totally 
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inadequate and that its records are devoid of any discussion 
regarding the rejection or a counter-offer emanating from 
the NASD staff on behalf of the Board. 





9/ Cf Handley Investment Company, 42 S.E.C. 370 (1964), 


10 / The NASD staff advised Brier of the necessity to ob- 
tain more capital on August 21, 1970, and Brier furnished 
the NASD evidence of the $45,000 deposit on August 28, 
seven days later. Taking into consideration the inter- 
vention of a week-end, we think this constituted reason- 
ably prompt action to correct the net capital position of 
the firm. 


11/ Securities Exchange Act Release No. 9178, p. 2 (May 
24, 1971). 





12/ Brier testified that he borrowed the funds on the advice 
of his accountant for unspecified tax purposes, without 
realizing that such action affected the firm’s net capital 
position. 





13_/ The NASD rightly notes that our order was based on 
a finding of a net capital violation only as of March 31, 
1970, while the NASD action was based on findings of such 
violations as of the month-end dates of March through 
July 1970. But the deficiencies in all instances were based | 
on the same factor - the erroneous treatment of unsecured 
loans to Brier as an asset for net capital purposes. More- 
over, our order was also based on findings of certain re- 
porting violations not present in the NASD proceeding. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 10628/February 5, 1974 


Admin. Proc. File No. 3-4388 | 
In the Matter of 


J. CARLTON RANKIN | 
5675 Roswell Road 
Atlanta, Georgia 


WILLIAM J. FLAMMER 
2681 Old Hickory Drive, N.W. 
Marietta, Georgia 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, J. Carlton Rankin and William J. Flammer, who 
were salesmen for a registered broker-dealer, have submit- } 
ted offers of settlement. Solely for purposes of this pro- 
ceeding or any other proceeding pursuant to Sections 15(b), 
15A and 19(a) (3) of the Exchange Act, Sections 203(e) and 
203(f) of the Investment Advisers Act, and Section 9(b) of 
the Investment Company Act, and without admitting or 
denying the allegations in the order for proceedings, re- 
spondents consent to findings of misconduct as alleged in 
that order and to the imposition of specified sanctions. 
Upon the recommendation of its staff, the Commission 
determined to accept the offers. 
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On the basis of the order tor proceedings and the offers of 
settlement, it is found that: 1/ 


1. During the period from about November 1, 1971 to 
October 1, 1972, respondents willfully violated Sections 
5(a) and 5(c) of the Securities Act in that they offered, 

sold and delivered securities of Cook and Son Oil Company, 
Inc. (“Cook”) in the nature of limited partnership interests 
(so-called “capital units” in oil and gas drilling programs) “ 
when no registration statement under the Securities Act 

had been filed or was in effect as to those securities. 


2. During the same period, respondents willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder in that, in the 
offer and sale of the Cook securities described above, they 
made material misstatements with respect to the high risk 
involved in oil and gas drilling ventures; the absence of cash 
or property contributions to the partnerships by Cook; 
Cook’s right to distribute partnership income in its sole 
discretion, to pledge such income and to sell and assign 
partnership properties; the rate of interest Cook could 
charge the partnerships on loans; the way in which partner- 
ship properties would be distributed in the event of dis- 
solution, and the commissions received by respondents for 
selling the securities. 


The offers of settlement provide that Rankin and Flammer 
may be suspended from association with a broker-dealer for 
respective periods of 90 and 60 days. Rankin may be barred 
from any such association in a supervisory capacity after 

the period of his suspension except with the Commission’s 
approval. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offers of settlement. 


Accordingly, 1T 1S ORDERED that J. Carlton Rankin, for 
aperiod of 90 days, and William J. Fiammer, for a period 

of 60 days, be, and they hereby are, suspended from being 
associated with any broker or dealer; and that Rankin be, 
and he hereby is, barred from any such association in a 
supervisory capacity after the period of his suspension ex- 
cept with the approval of the Commission. The suspensions 
shall be effective at the opening of business on February 

19, 1974. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding upon any of the 
other respondents named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10629/February 5, 1974 


Admin. Proc. File No. 3-4312 


In the Matter of the Application of 





ROTHSCHILD SECURITIES CORPORATION 
135 South LaSalle Street 
Chicago, Illinois 


and 
PAUL J. ADELSON 
For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


FINDINGS, OPINION AND ORDER DISMISSING RE- 
VIEW PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION-REVIEW OF 
DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 


Failure to Comply with Free-Riding and Withholding Inter- 
pretation 


Failure to Comply with Interpretation Respecting Trans- 
actions for Employee of Another Broker-Dealer 


In proceedings for review of disciplinary action by regis- 
tered securities association imposing fine on member and 
censures on member and a registered principal, association's 
findings of violations of interpretations with respect to 
free-riding and withholding and with respect to giving 
written notice concerning accounts of employee of an- 
other broker-dealer, sustained, and review proceedings dis- 
missed. 


APPEARANCES: 


Rothschild Securities Corporation, by Robert S. Karger, 
President. 


Lloyd J. Derrickson and Dwight D. Keen, for the National 
Association of Securities Dealers, Inc. 


This is an application pursuant to Section 15A(g) of the 
Securities Exchange Act of 1934 by Rothschild Securities 
Corporation, a member of the National Association of 
Securities Dealers, Inc. (“NASD”), and Paul J. Adelson, a 
registered principal, for review of disciplinary action taken 
against them by the NASD. 


The NASD found that during the period July-December 
1968, applicants violated Section 1 of Article II! of the 
NASD’s Rules of Fair Practice and the NASD Board of 
Governors’ Interpretation issued under that section with 
respect to Free-Riding and Withholding in connection 
with the firm’s participation in three public offerings of 
securities. 1/ The NASD further found that during the 
period January 1968-November 1970, the firm executed 
securities transactions for an employee of another member 
firm without using reasonable diligence to determine that 
such transactions would not adversely affect the other 
member, and that applicants thereby violated Sections 1 
and 28 of Article 11 of the NASD’s Rules. 2/ The NASD 
fined the firm $3,000 and censured both applicants on 
the free-riding and withholding charge, and censured both 
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applicants on the charge relating to transactions for the 
employee of another member. 


The Free- Riding and Withholding Interpretation, which 
recited that members have an obligation to make a bona 
fide public distribution, at the public offering price, of 
securities acquired by a participation in any distribution, 
stated that the sale of any such securities to specified res- 
tricted accounts, including the accounts of persons as- 
sociated with the member or another broker-dealer or cer- 
tain financial institutions, was a violation of Section 1 of 
Article Ill unless the member could demonstrate that the 
securities were sold to such other persons in accordance 
with their normal investment practice with the member and 
that the aggregate of the securities so sold was insubstantial 
and not disproportionate in amount as compared to sales 
to members of the public. 3/ 


The record shows that in July 1968 the firm received a 
participation of 875 shares in a public offering being made 
at an offering price of $15 per share, for which the initial 
market bids were $17 - $18 per share, and that the firm 
sold 200 shares to each of two restricted accounts, or 
45.7% of its participation, on which the purchasers had an 
aggregate potential profit of $800 based on the low bid 
price. In December 1968, the firm received a participation 
of 300 shares in another offering, this one at a public offer- 
ing price of $30 per share, as to which the initial bids 

were $40 - $42. The firm sold 75 shares each to the two 
restricted accounts, or 50% of the firm’s participation, on 
which the two accounts had a potential aggregate profit of 
$1,500 based on the low bid. Also in December 1968, the 
firm received a participation of 1,600 shares in a third public 
offering, at an offering price of $9 per share, on which the 
initial bids were $11.50 - $12.50. The firm sold 200 
shares (or 12.5%) of this participation to one of the re- 
stricted accounts. Based on the low bid, the restricted ac- 
count had a potential profit of $500 on this transaction. 


Applicants contend that any violations were not intentional 
but committed inadvertently at a time when all securities 
firms were struggling to keep up with a heavy volume of 
business; that the total number of shares allotted to the 
firm in each distribution and the number of shares sold in 
each case to a restricted account were so small as to make 
the use of percentages almost meaningless; that applicants 
did not deny the other member an opportunity to protect 
his interests in connection with his employee’s securities 
transactions because the employing member authorized 
and knew about the employee’s transactions; and that the 
large fine and the censures are disproportionate to the 
seriousness of the violations. 


The free-riding and withholding interpretation and the 
concern which it reflects as to practices which contribute 
to artificial increases in securities prices by restricting the 
supply available to the general public have been the subject 
of repeated emphasis by the NASD and by us. 4/ The 
applicant firm, which was no newcomer to the business, 
should have been aware of such matters. In any event, in 
determining whether the firm failed to comply with the 
interpretation, it is immaterial, except in connection with 
fixing the nature of the sanctions to be imposed in the 
public interest, whether it was aware it was violating the 
NASD rule. 5/ 
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Nor can applicants be absolved because the amounts 
allotted to the firm and the amounts sold to the restricted 
accounts were relatively small. On this basis the inter- 
pretation would not prevent free-riding and withholding 
in public offerings by a large number of underwriters and 
selling group members where the allotment to each parti- 
cipant often represents only a small portion of the total 
offering. 6/ We agree with the NASD that the “dispro- 
portionate” test is a principal element in the requirement 
that a public distribution be bona fide, and that this test 
should be measured against a member’s allotment. 8/ On 
this basis, the firm’s sales to restricted accounts, repre- 
senting 50%, 45.7% and 12.5% of its allotments, while 
relatively small in absolute amounts, were disproportionate 
in comparison with the amount offered to the public. 9/ 


We find, as did the NASD, that the firm made sales of securi- 
ties to restricted accounts in amounts which were dispro- 
portionate when compared to its sales to the general public. 
It would be immaterial if, as applicants assert, the firm had 
no real interest in the new issues and asked for allotments 
only as an accomodation to the clients who requested it to 
do so. Participation in a public distribution by a dealer who 
does not intend to sell to the general public at the public 
offering price would be inconsistent with the purpose of 
the interpretation to assure a bona fide public offering. 10 / 


Nor can we find the $3,000 fine excessive or oppressive, 
having due regard to the public interest. Applicants have 
argued that no one was harmed and that the firm’s total 
commission involved in the three issues was about $500, 
part of which was paid to its salesmen. But the gravamen 
of the withholding charge is not a specific loss to particular 
investors or a profit to applicants, but the impairment of a 
free securities market to the indirect or potential advantage 
of a firm. 11./ In this connection we note that the fine is 
approximately the amount of the aggregate premiums at 
which the securities could have been sold in the immediate 
aftermarket and is not disproportionate to such potential 


profits. 12 / 


Applicants do not deny that the firm executed securities 
transactions in accounts for an employee of another member 
firm and failed to send the other firm a written notice of 
such accounts. They assert, however, that a partner of the 
other firm had given the employee permission to open the 
accounts and to execute trades therein. In addition this 
partner had frequently reviewed with the employee the 
transactions in these accounts. This fact is reflected in a 
letter from the partner of the other firm to applicants, 
which was received after the NASD proceedings were insti- 
tuted. The fact remains, however, that the applicant firm 
did not send a written notice to the other member, as 
required by the NASD interpretation. Accordingly, we find, 
as did the NASD, that this was a violation of Sections 1 and 
28 of the NASD Rules. That the other member was aware 
of and apparently authorized the employee’s actions is a 
mitigating factor, which we believe has been appropriately 
reflected in the NASD‘s imposing only a censure for this 
infraction. 


In the answer to the NASD District Committee complaint in 
this case, Adelson denied that he was personally involved in 
any of the public offerings or the sales to restricted accounts. 
He admitted, however, that he was one of the registered 

principals of the firm, and neither before the NASD nor here 
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has he disclaimed any supervisory responsibility in the areas 
of the public offerings and the transactions in the accounts 
of the employee of another member. Under the circum- 
stances we consider the record adequate to support the 
charges against him and the sanction of censure. 13 / 


Accordingly, 1T 1S ORDERED that the proceedings for 
review of the disciplinary action taken by the National As- 
sociation of Securities Dealers, Inc. against Rothschild _ 
Securities Corporation and Paul J. Adelson be, and they 
hereby are, dismissed. 


By the Commission (Chairman GARRETT and Com- 
missioners LOOMIS and EVANS), Commissioner Sommer 
not participating. 


George A. Fitzsimmons 
Secretary 


1/ Section 1 of Article Il! requires the observance of high 
standards of commercial honor and just and equitable 
principles of trade. The Interpretation stated that a member 
participating in a public securities offering had an obli- 

gation to make a bona fide public distribution of the securi- 
ties at the public offering price. 


2/ Section 28 provides that a member knowingly executing 
asecurities transaction for the account of a person em- 
ployed or associated with another member shall use reason- 
able diligence to determine that such execution will not 
adversely affect the interests of the other member, and that 
such obligation may be fulfilled by requesting and following 
certain instructions from the other member. An interpre- 
tation of the NASD Board of Governors states that the 
exercise of reasonable diligence required by the section is 
deemed to require that the executing member send written 
notice to. the employer member that the executing member 
has or proposes to open an account in the name of a person 
associated with the employer member. NASD Manual, 

page 2109-3. 


3/ NASD Manual, pp. 2039 - 2041. 


4/ Robert E. Meyers & Co., Securities Exchange Act Re- 
lease No. 10033 (March 7, 1973), 1 S.E.C. Docket No. 6, 
p. 6; Don D. Anderson & Co., Inc., Securities Exchange 
Act Release No. 8477, p. 4 (December 26, 1968); First 
California Company, 40 S.E.C. 768 (1961). 


5/ Safeco Securities, Inc., Securities Exchange Act Release 
No. 10257 (June 29, 1973) 2 S.E.C. Docket 75,77. 


6/ L. H. Rothchild & Co., 41 S.E.C. 729, 731 (1963). 
1/ First California Company, 40 S.E.C. 768, 771 (1961). 
8/ L. H. Rothchild & Co., 41 S.E.C. 729, 731 (1963) 


9/ In setting aside one finding of violation, NASD Board 
of Directors found that under all the circumstances an 
allocation to a restricted account of 50 shares, or 10% of a 
Participation of 500 shares, was not disproportionate. 
While the difference between 10% and 12.5% is not great, 
we think this was a reasonable line of demarcation, and we 
have previously upheld a finding of a violation based on an 
allocation of 750 shares representing 12.9% of a partici- 


pation. Rentz and Company, Inc., Securities Exchange 
Act Release No. 8134, p. 5 (July 27, 1967). 


10 / Robert E. Meyers & Co., supra; L. H. Rothchild & 
Co., 41 S.E.C. 729, 731 (1963). 


11/ Rentz & Company, Inc., Securities Exchange Act Re- 
lease No. 8134, page 7 (July 27, 1967). 


12./ Robert E. Meyers & Co., supra; L. H. Rothchild & Co., 
41 SEC 729, 731 (1963) 


13./ We nevertheless consider that the NASD might have 
stated or developed the case against Adelson in a better 
manner, by presenting as part of its affirmative case specific 
evidence regarding his functions and responsibilities in the 
firm. Cf. Rentz & Company, Inc., Securities Exchange Act 
Release No. 8134, footnote 4, page 3 (July 27, 1967). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10630/February 5, 1974 


The Securities and Exchange Commission has announced, 
pursuant to Sections 15(c) (5) and 19(a) (4) of the Securi- 
ties Exchange Act of 1934 ("Exchange Act”), the temporary 
suspension of exchange and over-the-counter trading in the 
securities of National Alfalfa Dehydrating and Milling Com- 
pany, located in Shawnee Mission, Kansas, for a ten-day 
period commencing at 2:15 p.m. (EDT) February 5, 1974 
and continuing through February 14, 1974. 


The Commission initiated the suspension of trading in the 
securities of National Alfalfa Dehydrating and Milling Com- 
pany because of the lack of accurate and adequate infor- 
mation available to the public concerning the company’s 
operations and current developments in the company. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly complied 
with all of the provisions of said rule. If any broker or 
dealer has any questions as to whether or not he has com- 
plied with said rule, he should not enter any quotation 
but immediately contact the staff of the Securities and 
Exchange Commission, Division of Enforcement in Wash- 
ington, D. C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question 
until such time as he has familiarized himself with said 
rule and is certain that all of its provisions have been met. 
If any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10631/February 7, 1974 


The Securities and Exchange Commission today announced 
its response to a memorandum of understanding ("Memo- 
randum”) among the National Association of Securities 
Dealers, Inc. (“NASD”), the New York Stock Exchange, 
Inc. (“NYSE”) and such other registered national securities 
exchanges as may elect to become parties, executed on 
December 18, 1973 by the NASD and the NYSE. The 
NYSE and NASD submitted the Memorandum to the Com- 
mission. 


The Memorandum is intended to make possible the develop- 
ment of a single, national facility for clearing and settling 
securities transactions under one system and under uniform 
rules. To that end, the Memorandum provides for the 
establishment of a joint committee to develop and recom- 
mend to the parties to the Memorandum a plan providing 
for the establishment and implementation of a single securi- 
ties clearance and settlement organization. 


The Commission’s letter to the NASD and the NYSE is as 
follows: 


You have submitted to the Commission a Memorandum of 
Understanding (the “Memorandum”) among the New York 
Stock Exchange, Inc. (“NYSE”), the National Association 
of Securities Dealers, Inc. ("NASD") and such other regis- 
tered national securities exchanges as may elect to become 
parties thereto, executed on December 18, 1973 by the 
NASD and the NYSE. 


The Memorandum is intended to make possible the develop- 
ment of a single, national facility for clearing and settling 
securities transactions under one system and under uniform 
rules. To that end, the Memorandum provides for the 
establishment of a joint committee (the “Committee”) to 
develop and recommend to the parties to the Memorandum 
a plan providing for the establishment and implementation 
of a single securities clearance and settlement organization. 
Pursuant to the Memorandum, the Committee is directed 
to consider a number of matters, including: operating facili- 
ties presently available to the subsidiary clearing corpor- 
ations of the NASD and the Committee’s exchange partici- 
pants; financial resource considerations expected to affect 
the subsidiaries (including operating results and assets and 
liabilities of the subsidiaries and implementation costs and 
ownership of the system); costs of available, alternative 
clearance and settlement systems; and the manner and 
means by which the NASD and the exchange participants 
will have access to information and data in the system neces- 
sary to satisfy their regulatory responsibilities. The Memo- 
randum directs the Committee to submit a progrsss report 
to the NASD and the exchange participants within 120 days 
of the Committee’s formation and thereafter to report 
monthly until the Committee’s work is completed. The 
Memorandum, which by its terms will expire one year from 
its execution, provides that the Committee’s expenses will 
be defrayed by the NASD and exchange participants. 


The proposals made in the Memorandum represent a signi- 
ficant step towards the establishment of a nationwide system 
for the clearance and settlement of securities transactions. 
In the interest of achieving in the near future the efficien- 
cies in securities clearing and processing, the reductions in 
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systems costs and the economies for broker-dealers and 
others involved in securities processing which the Com- 
mission anticipates will result from the implementation of a 
nationwide system, the Commission encourages the for- 
mation of the Committee and believes that its work should 
be completed at the earliest possible date. 







While it would be premature to make specific suggestions as 
to the shape of a national clearing system, at this time the 
Commission believes that a nationwide clearing and settle- 
ment system should have certain fundamental character- 
istics in order to insure its equitable operation. All quali- 
fied broker-dealers and such other qualified entities as 

may be appropriate should have access to the system. In ad- 
dition, means should be provided for indirect access. Each 
Participant in the system should be able to relate to one 
clearing and settlement entity only, whether or not a 
choice of entities is available, and each participant should be 
able to clear and settle trades in issues included in the 
system, regardless of the market involved or the location of 
the other party to the trade, through the clearing entity 
through which the participant relates to the system. 





The Commission believes that the clearing and settlement 
facilities already in existence, together with the technological 
and operational expertise presently available in the existing } 
clearing organizations and in the securities industry general- 
ly, provide a ready and promising basis for the development 
and implementation, at an early date, of a system incorpor- 
ating the foregoing fundamental characteristics. In the 
interest of insuring that available resources are employed to 
best advantage and approaches which might accelerate 
development of a nationwide system are explored in full, the 
Commission believes that the Committee’s study should 
include determinations of whether there are satisfactory 
alternatives to a single facility, such as an interfaced system 
comprising existing separate facilities, which would achieve 
greater or equivalent efficiencies, would be amenable to 
more rapid implementation or would make more efficient 
use of existing facilities and financial resources. In addition, 
in comparing the effectiveness of the approaches it would 
appear to be necessary to consider both the factors de- 
scribed in the Memorandum and the following factors: 


(a) efficiency in the clearing and settlement of securities 
transactions; 








(b) reductions in costs and fees related to the clearing 

and settlement of securities transactions (including an \ 
analysis of the areas in which such reductions would be 
experienced, viz. the back offices of participating broker- 
dealers, equipment and non-equipment costs of operating 

the system, etc.); ) 


(c) qualifications for access by broker-dealers and such 
other qualified entities as may be appropriate and standards 
for securities included in the system; 


(d) compatibility with existing and future regulatory 
standards, including financial responsibility standards, for 
broker-dealers; 


(e) timing of implementation and time required to be- 
come fully operative; 


) 










(f) innovativeness and responsiveness to change; 
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(g) interaction with existing and envisioned depositories 
and transfer agent depositories (“TADS”); 


(h) compatibility with a central market system; 
(i) compatibility with competitively determined rates; 


(i) effect on incentives for continued exchange member- 
ships of participants; . 


({k) effect on existing clearing entities which do not join 
the system; and 


() responsiveness to needs of banks, small broker-dealers 
and other participants with unique clearing and settlement 
needs. 


In considering requests for new or amended rules of self- 


regulatory organizations made in connection with the imple- 


mentation of a national clearing and settlement system, the 
Commission will want to compare the effectiveness of alter- 
native approaches and ascertain their impact on the factors 
described in the Memorandum, the factors listed above and 
such additional factors as the Commission determines 

should be considered in the public interest. To expedite 

the Commission’s consideration of such new rules or rule 
amendments as self-regulatory organizations may submit to 
the Commission, the submissions should be accompanied by 
the supportive analysis made by the self-regulatory organi- 
zations in comparing alternative approaches and evaluating 
the factors pertinent to the organizations’ decisions. 


Once again, we believe that the Memorandum represents an 
important effort in the establishment of a nation wide 
system for clearing and settling securities transactions, and 
we will follow with interest the progress which the Com- 
mittee may make. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10632/February 7, 1974 


See Securities Act Release No. 5454/February 7, 1974 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10633/February 7, 1974 


The Securities and Exchange Commission has announced, 
pursuant to Section 15(c) (5) of the Securities Exchange 
Act of 1934 ("Exchange Act”), the temporary suspension 
of over-the-counter trading in the securities of Republic 
National Life Insurance Company, located in Dallas, Texas, 
for a ten-day period commencing at 10:00 a.m. (EDT), 
ev 7, 1974 and continuing through February 16, 


The Commission initiated the suspension of trading in the 
securities of Republic National Life Insurance Company 
because of the lack of accurate and adequate information 
available to the public concerning the Company’s oper- 


ations and current and past financial statements of the Com- 


pany. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the Company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly complied 
with all of the provisions of said rule. If any broker or 
dealer has any questions as to whether or not he has com- 
plied with said rule, he should not enter any quotation but 
immediately contact the staff of the Securities and Exchange 
Commission, Division of Enforcement, in Washington, D. C. 
If any broker or dealer is uncertain as to what is required 
by Rule 15c2-11, he should refrain from entering quota- 
tions relating to the securities in question until such time as 
he has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or 

dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10634/February 8, 1974 


REQUEST FOR PUBLIC COMMENT ON ISSUES CON- 
CERNING FOREIGN ACCESS TO THE UNITED STATES 
SECURITIES MARKETS. (File No. S7-512) 


Introduction 


United States and foreign securities firms are presently en- 
gaged in active competition for, among other things, the 
securities business of foreign investors interested in buying 
and selling securities of United States issuers. Investment 
by foreign nationals in United States securities has increased 
significantly during the last decade, rising from net pur- 
chases of such securities in 1963 of approximately 
$932,000 to net purchases of approximately $2.1 billion in 
1973, 1/ a trend which seems likely to continue at least in 
the immediate future. Foreign investor interest in United 
States securities coupled with the existence of fixed rates 
of commission in the United States has constituted at least 
one incentive for foreign entities engaged in a brokerage 
business (including, in many cases, banks) to seek access to 
the United States securities markets by means of member- 
ship on our national securities exchanges and qualification 
for the 40 percent professional discount from the fixed 
commission rate offered by exchange members to non- 
member broker-dealers. Without exchange membership 

or availability of the professional discount, the cost of 
executing transactions in our exchange markets is higher 
for foreign securities firms than for most United States 
broker-dealers. This is not to say that foreign securities 
professionals may not have other reasons for seeking ac- 
cess to our markets, but the desire to compete for the 
business of buyers and sellers of United States securities 
would appear to be the chief reason. The national policy of 
the United States is to encourage competition in business 
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generally, and the Commission, therefore, looks favorably 
on increased foreign professional participation in our securi- 
ties markets. The Commission, however, must be satisfied 
that such participation is compatible with the public interest 
and the fair and honest functioning of those markets. 


Foreign broker-dealer participation in our securities markets 
has taken many forms, including registration of foreign enti- 
ties with the Commission as broker-dealers and membership 
by such broker-dealers in the National Association of Securi- 
ties Dealers, Inc. (the "NASD”), ownership of United States 
registered broker-dealers by foreign persons and, in some 
cases, acquisition of membership by foreign entities and 
foreign-owned United States broker-dealers on certain of 
our national securities exchanges. Such participation by 
various foreign entities, governed and influenced by laws 
and business customs quite different in many cases from 
those of the United States, poses a number of difficult 
questions, all subsumed under the term “foreign access”. 
Answers to these questions must be obtained by the Com- 
mission before it can ascertain whether, pursuant to the 
authority vested in the Commission under Sections 2, 6, 7, 
8, 9, 10, 15, 15A, 17, 19, 23(a) and 30 of the Securities Ex- 
change Act of 1934 (the “Securities Exchange Act”), any 
changes should be made in its own rules, policies, practices 
and procedures or those of our national securities exchanges 
and the NASD with respect to the appropriate terms and 
conditions for foreign participation, by whatever means, 

in the United States securities markets. To obtain those 
answers, the Commission seeks the assistance of the inter- 
national financial community, interested agencies of the 
United States government, and members of the public 
generally on the policy questions posed below. 


Background 


The Commission has not, in the past, formally considered 
direct or indirect entry by foreign persons into the United 
States securities industry, whether by membership on a 
national securities exchange or otherwise, and has left the 
terms and conditions on which access to our markets 

should be made available to foreign persons to the national 
securities exchanges and the NASD as self-regulatory bodies. 
Qualified foreign broker-dealers as well as United States 
broker-dealers owned or controlled by foreign interests 
have registered as broker-dealers with the Commission. 
There has been, however, a considerable divergence of 

views as to whether, for example, foreign entities or United 
States entities controlled by foreigners should be admitted 
to any form of membership on national securities exchanges 
or be allowed to participate in benefits offered by those 
exchanges to certain nonmember broker-dealers, such as 

the 40 percent professional nonmember discount from the 


fixed commission rate for agency orders of public customers. 


Several regional exchanges have adopted comparatively 
liberal policies concerning the qualification of such entities 
to receive the 40 percent access discount, 2/ including, in 
some cases, entities engaged in a commercial banking busi- 
ness in their jurisdictions of origin. On the other hand, the 
New York Stock Exchange and the American Stock Ex- 
change have long standing policies against the admission of 
foreign entities to stock exchange membership (with a 
carefully circumscribed exception for Canadian broker- 
dealers) and have limited the extent to which foreign per- 
sons may own or participate in the profits of a member or 
a nonmember broker-dealer otherwise qualified to receive 
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the 40 percent access discount. 3/ 


In its Statement on the Future Structure of the Securities 
Markets, issued February 2, 1972, the Commission stated: 


In view of the increasing internationalization of 
securities transactions, it is relevant to a discussion 

of exchange membership to consider whether brokers 
conducting a public business but controlled or owned 
by foreign entities should be permitted to become 
members of our exchanges. We believe that this 
question should be resolved in the context of re- 
ciprocal access to foreign securities exchanges, with 

a goal of open access under equivalent competitive 
conditions for all qualified brokers of all nations. 4/ 


On January 16, 1973, in Securities Exchange Act Release 
No. 9950, adopting Rule 19b-2 governing the proper uses 
of exchange membership, the Commission indicated its 
awareness of the difficulties that could arise in enforcing the 
provisions of Rule 19b-2 against foreign or foreign-control- 
led members of United States securities exchanges. There 
the following issues were raised concerning business con- 
ducted by a foreign-owned exchange member: (i) whether 
foreign broker-dealers or institutions should be able to 
obtain membership through subsidiaries on United States 
securities exchanges under any circumstances; (ii) whether 
orders placed by the foreign parent with its subsidiary 
member firm should be deemed categorically to be “af- 
filiated” business merely because such orders are carried, for 
purposes of convenience or confidentiality, in the parent's 
name or whether exchanges should “look through” the 
foreign parent to determine the ultimate orgin and nature 
of such orders; 5/ and (iii) if such membership were permit- 
ted, whether exchanges would be able to assure themselves 
that orders designated as “public” securities business ex- 
ecuted by the subsidiary member firm for its foreign parent 
in fact are orders for persons other than the foreign parent 
or “affiliated persons” thereof. With regard to the second 
of these questions, we indicated that we were inclined to 
interpret Rule 19b-2 to classify business by a foreign 
parent for unaffiliated customers as “public” business, but 
only if the exchange to which such an order is transmitted 
can satisfy itself and the Commission that such business 
actually is executed for a person other than an “affiliated 
person”. 6/ We stated that “a self-serving document”, such 
as a certification of the nature of the business done by both 
the subsidiary member firm and its foreign parent, by itself, 
would not appear to be adequate for this purpose. We did 
suggest, however, that an acceptable procedure might be for 
an exchange to obtain 


...a limited waiver of any applicable secrecy laws 
or other confidential relationship for the purpose 
of permitting limited audits or inspections of the 
parent's records by representatives of the exchange 
in question, or, possibly, a responsible, disinterested 
third party such as a public accounting firm or a 
regulatory body of the foreign parent’s domicile. 7/ 


Finally, we stated that any exchange desiring to permit a 
member to execute brokerage transactions for a foreign 
affiliate on the basis that those transactions were “public” 
in nature “must bear the burden of satisfying the Com- 
mission that all foreign-related inspection programs are 
realistically designed and are being actively enforced.” 8/ 
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ship on a securities exchange by, and availability of the non- 
member commission rate discount to, a broker-dealer 
organized under the laws of a foreign jurisdiction. 


While a number of the questions set forth below for public 
comment are directly subject to our jurisdiction, we recog- 
nize that our inquiry may have ramifications extendiny 
beyond that jurisdiction. 


Issues to be Addressed 


At the present time, the Commission is of the opinion that 
our securities markets will be best served if the broadest 
possible broker-dealer participation in those markets is 
encouraged. If foreign entities are willing to subject them- 
selves fully to the regulatory requirements of our federal 
securities laws and such additional regulatory strictures as 
may be necessary to permit adequate surveillance of their 
activities (by the Commission upon exercise of its investi- 
gatory powers and otherwise) to ensure compliance with 
those laws and the rules and regulations of the Commission 
and the self-regulatory organizations, foreign broker-dealers 
can perform a valuable service to our securities markets by 
providing new capital to the United States securities in- 
dustry and by promoting participation in our markets by 
an ever-widening class of foreign investors. The Com- 
mission recognizes, however, that an “open-door” policy 
with respect to foreign professional participation in our 
securities markets presents unique and difficult problems 
for the Commission and the self-regulatory bodies; the 
Commission must be assured that these problems are cap- 
able of solution before implementing such a policy. In 
view of the foregoing, the Commission requests comment 
on the following questions: 9/ 


1. For what reasons do foreign persons, directly or in- 
directly, seek foreign membership on or foreign access to 
United States exchanges? Is there anything unique about 
the kind of business conducted by foreign broker-dealers 
or United States broker-dealers affiliated with foreign 
nationals, in the United States or elsewhere, or about the 
manner in which such business is conducted which the 
Commission should consider in formulating policy on for- 
eign membership and foreign access? 


2. Should any exchange be permitted to allow foreign 
membership on or foreign access to its facilities, and, if so, 
upon what specific terms and conditions? Should the Com- 
mission require exchanges to adopt uniform rules on for- 
eign membership or foreign access? If not, should general 
Parameters be established by the Commission within 

which exchanges could formulate independent policies and 
rules governing foreign membership and foreign access, and, 
ifso, what parameters? What would be the impact on our 
capital markets (particularly in terms of the liquidity of 
those markets) in the event foreign broker-dealers and 
United States broker-dealers affiliated with foreign nation- 
als are given greater access to our exchanges? Would United 
States issuers of securities benefit from such greater access? 
What effect would such greater access have on the capacity 


of our domestic markets to attract foreign investment 
dollars? 


3. In light of the purposes and provisions of the Securities 
Exchange Act, general competitive policies embodied in 


Other possibly greater problems are posed by direct member- 


federal laws, relevant treaties and due process requirements 
under the Constitution, does the origin of foreign broker- 
dealers or foreign ownership or control of United States 
broker-dealers, by itself or in combination with other 
factors, afford a valid basis for according different regu- 
latory treatment to such broker-dealers (by limitation of 
their activities, the imposition of regulatory burdens u- 
niquely applicable to the “class” of broker-dealers to 
which they belong or otherwise) for purposes of foreign 
membership or foreign access? 


4. In light of the Commission’s authority under the Securi- 
ties Exchange Act, what conditions, limitations or special 
procedures ought to be applicable to foreign broker-dealers 
or United States broker-dealers affiliated with foreign 
nationals registered under Section 15 of the Act? Should 
or must such entities be permitted to join the NASD, and, 
if so, upon what special terms and conditions if any? 


5. To what extent and in what manner, if at all, should 
rules formulated by the Commission or exchanges to 
govern foreign membership and foreign access take into 
account differences between United States and foreign 
accounting methods and practices and between United 
States and foreign business practices and customs generally? 


6. Since in many foreign countries banks perform broker- 
dealer functions (and, in some cases, may be the only en- 
tities legally permitted to do so), is there any reason in 
United States law or policy (particularly in light of appli- 
cable treaties between the United States and other countries, 
general competitive policies embodied in federal laws, and 
the national policy embodied in the National Banking Act 
of 1933 (the “Glass-Steagall Act”)) for specially limiting or 
prohibiting foreign membership or foreign access by (a) 
foreign broker-dealers which are banks or which are owned 
or controlled by or otherwise affiliated with foreign banks, 
or (b) United States broker-dealers owned or controlled by 
or otherwise affiliated with foreign banks? If not, should 
the Commission concern itself with the possible circum- 
vention of the provisions of the Glass-Steagall Act by United 
States banks through ownership or control of, or other 
interests in, foreign banks which are permitted to achieve 
foreign membership or foreign access? For purposes of for- 
eign membership or foreign access, should any distinction 

be made between foreign banks which, directly or indirectly, 
are engaged in commercial or other banking activities in the 
United States (by branch or otherwise) and those which are 
not? Would United States banks or broker-dealers be dis- 
advantaged competitively (a) in the United States if foreign 
banks are permitted to achieve, directly or indirectly, for- 
eign membership or foreign access, or (b) abroad (because 
of retaliatory measures or otherwise) if foreign banks are 
prevented from achieving foreign membership or foreign 
access? 


7. What particular regulatory problems can be expected to 
arise for self-regulatory bodies and United States public 
investors in light of foreign laws (particularly “secrecy” laws) 
and practices if foreign membership and foreign access are 
permitted to continue or expand? To what extent have 

such problems been experienced in the past? Are these 
problems capable of resolution, and, if so, how? Particularly, 
how can foreign persons affiliated with United States or 
foreign broker-dealers which are permitted to achieve 
membership on or access to exchanges be subjected to ade- 
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quate inspection and other regulatory supervision? Should 
special disclosures be required of such foreign broker-dealers 
and foreign affiliates of United States broker-dealers af- 
filiated with foreign nationals, and, if so, in what manner? 
Can foreign courts, and is it likely that foreign courts will, 
enforce United States securities laws, or United States 
judgments based on violations of those laws, against such 
foreign persons? Who should bear the additional regu- 
latory costs of surveillance of such foreign persons and of 
enforcement against them of United States securities laws? 
In what manner could such foreign persons, as a class or 
otherwise, be required to pay for such additional regulatory 
costs (e.g., by fee or special charge)? 


8. With regard to the “public business” test set forth in 
Securities Exchange Act Rule 19b-2, what regulatory pro- 
blems are presented by foreign broker-dealers and United 
States broker-dealers affiliated with foreign nationals for 
purposes of foreign membership and foreign access? How 
do these problems differ significantly from those presented 
by United States broker-dealers where foreign ownership 
or control is not involved? If such problems exist, how can 
they be resolved? Particularly, is it feasible to “look 
through” a foreign affiliate of a foreign broker-dealer or of 
a United States broker-dealer affiliated with foreign nationals 
to determine the ultimate origin and nature of orders 
executed on an exchange before classifying those orders as 
“public” or “affiliated” business? Is the concept of “af- 
filiated person” enunciated in Securities Exchange Act Re- 
lease No. 9950 (January 16, 1973), adopting Rule 19b-2, 
and explained in Securities Exchange Act Release No. 
10391 (September 13, 1973), adequate to permit business 
done by foreign broker-dealers to be fairly characterized 
either as “public” or “affiliated” in light of the kinds of 
business relationships which exist and the types of busi- 
ness done in foreign countries? 


9. Would any jurisdictional, regulatory and enforcement 
problems that may be presented by foreign membership 
and foreign access be diminished if the Commission were to 
require foreign broker-dealers and United States broker- 
dealers affiliated with foreign nationals seeking or enjoying 
membership on or economic access to an exchange to pro- 
vide that exchange and the Commission periodically, in 
connection with contractual undertakings to make various 
disclosures and to subject themselves to the jurisdiction of 
United States courts, with (a) an opinion of United States 
counsel as to (i) the identities of “affiliated persons” of such 
entities and compliance by such entities with exchange 
rules concerning the utilization of membership and the 
nonmember access discount, and (ii) the amenability of 
such entities to service of process within the United States 
and the ability of United States courts to assert jurisdiction 
over such entities for the purpose of determining liabilities 
arising out of violations by such entities of the federal 
securities laws; and (b) an opinion of counsel licensed or 
admitted to practice in the relevant foreign jurisdiction as 
to (i) whether adequate steps have been taken to ensure 
that foreign “secrecy” laws or contractual obligations re- 
garding confidentiality do not prevent disclosure by such 
entities of all information necessary to reveal the identities 
of their “affiliated persons” and of those beneficially inter- 
ested in transactions to be effected by such entities on an 
exchange and to permit exercise of the Commission’s 
investigatory powers under Section 21 of the Securities Ex- 
change Act, and (ii) the enforceability in such jurisdiction 
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of any judgment based on violations of United States 
federal securities laws rendered by a United States court of 
competent jurisdication? Would such a requirement be 
appropriate and practical? Would it be satisfactory, from 
a regulatory point of view, to require instead that ex- 
changes themselves obtain such opinions with respect to 
different foreign countries and different kinds of foreign 
entities? Would it be appropriate to deny foreign access 
and foreign membership if satisfactory opinions of the 
kind described above could not be obtained? Are there 
satisfactory means other than opinions of counsel for 
determining the identities of foreign “affiliated persons” 
of foreign broker-dealers and United States broker-dealers 
affiliated with foreign nationals? 







10. Is it necessary or desirable for the Congress to grant 
additional authority to the Commission to enhance its 
ability to (a) prohibit, condition or limit foreign member- 
ship and foreign access or to remove barriers thereto to the ) 
extent necessary or appropriate in the public interest or for 1 
the protection of investors or to maintain fair, orderly and a 
honest markets, (b) condition or limit registration of for- E 
n 
s 
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eign broker-dealers or United States broker-dealers affiliated 
with foreign nationals as broker-dealers under Section 15 of 





the Securities Exchange Act, or (c) prohibit, condition or le 
limit membership by such persons in the NASD? le 

2 
11. What procedures are employed currently by exchanges | v 
permitting foreign membership and foreign access, in ful- a 
fillment of their regulatory duties, to effect appropriate } S 
surveillance and discipline of foreign broker-dealers and cl 
United States broker-dealers affiliated with foreign nationals re 
to ensure compliance by such entities with the Securities fe 
Exchange Act, exchange constitutions and the rules and st 
regulations promulgated thereunder, and do these pro- re 
cedures appear to be operating effectively? In the case of pl 
foreign access, do exchange obligations to regulate different If 
categories of nonmember broker-dealers (if there are any re 
such obligations) vary depending on whether foreign origin, ar 
ownership or control is involved? 

T 
12. Will the advent of competitively determined com- ce 
mission rates for all transactions regardless of size in May gr 
1975 significantly reduce or eliminate incentives to for- ar 
eign membership on exchanges, membership by foreign tit 
broker-dealers or United States broker-dealers affiliated pr 
with foreign nationals in the NASD, or registration of such st 
persons as broker-dealers under Section 15 of the Securities & 
Exchange Act? Are foreign broker-dealers or United States N 
broker-dealers affiliated with foreign nationals which have?) !a 
acquired exchange memberships likely to retain or dis- fil 
pose of such memberships after elimination of fixed com- cc 
mission rates? Should the Commission defer any changes re 
in its present policy of allowing exchanges to make in- nt 
dependent decisions with respect to foreign membership ot 
(within certain minimum standards established by the Com- as 
mission) until fixed commission rates have been eliminated? ) ‘ 

) 


13. Should either the Commission, the exchanges or the 


NASD, in formulating rules governing foreign membership 
and foreign access, consider whether and the extent to 
which foreign countries permit United States broker- 
dealers and foreign broker-dealers affiliated with United 
States nationals to (a) acquire membership on such coun- 
tries’ securities exchanges, (b) obtain a nonmember pro- 
fessional discount from any fixed rates of commissions 
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required or permitted to be charged by members of such 
exchanges, or (c) engage in a public securities business in 
such countries? If so, how are such privileges to be com- 
pared with and measured against privileges extended in the 
United States to foreign broker-dealers and United States 
broker-dealers affiliated with foreign nationals? If recip- 
rocity is not afforded United States broker-dealers by a 
particular nation, should foreign broker-dealers organized 
under the laws of that nation or United States broker- 
dealers affiliated with foreign nationals of that nation never- 
theless be permitted to achieve foreign membership or for- 
eign access? If so, would any otherwise inappropriate re- 
strictions or limitations imposed upon foreign broker- 
dealers of that nation or against United States broker- 
dealers owned or controlled by foreign nationals of that 
nation be appropriate under and within the scope of 

United States laws in light of the absence of such recipro- 
city? 


14. In the event foreign membership and foreign access 
are permitted to continue or expand, does the Securities 
Exchange Act confer sufficient authority on the Com- 
mission and the Board of Governors of the Federal Reserve 
System to enable them to prevent evasion of margin regu- 
lations governing securities credit transactions (/.e., Regu- 
lation X, G, T and U) by foreign broker-dealers and for- 
eign affiliates of United States broker-dealers affiliated 
with foreign nationals? Should such regulations apply at 
all to foreign broker-dealers or foreign affiliates of United 
States broker-dealers affiliated with foreign nationals and 
customers of such entities or in some other way than such 
regulations apply to United States broker-dealers where 
foreign ownership or control is not involved? If so, what 
steps should be taken (including the adoption of additional 
regulations) to modify, if necessary, and to ensure com- 
pliance with the intent and purposes of, such regulations? 
If not, what impact will non-compliance with the margin 
regulations by such entities have on our securities markets 
and on competition within those markets? 


The Commission requests that written views and data con- 
cerning the foregoing policy inquiries, substantiated to the 
greatest extent possible by appropriate citations to legal 

and other authorities, data as to the impact on our securi- 
ties markets of exclusionary policies and, conversely, of 
policies encouraging participation in our markets, and other 
statistical data, be submitted to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 500 

North Capitol Street, N.W., Washington, D. C. 20549, no 
later than April 5, 1974. Reference should be made to 

file number S7-512. Those desiring to submit written 
comments in response hereto should be advised that such 
responses need not be limited to the policy questions e- 
numerated above, but may discuss such related issues and 
other matters relevant to the general area of “foreign access” 
as May appear appropriate. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ United States Department of the Treasury, Treasury 
Bulletins for December 1964 and December 1973 at 95 
and 121, respectively. 


2/ See, e.g., Boston Stock Exchange Constitution, Article 
XI, Sec. 1, CCH BSE Guide, Paragraph 1251; Boston Stock 
Exchange Rules Chapter XXXI, CCH BSE Guide, Paragraph 
2290; Midwest Stock Exchange, Article 1, Rule 1, CCH 
MSE Guide, Paragraph 2021; Midwest Stock Exchange Rules, 
Article XXVIII, Rule 2, CCH MSE Guide, Paragraph 2552; 
PBW Stock Exchange By-Laws, Article XII, Secs. 12-1, 
12-2, 13-1, 13-2, CCH PBW Guide, Paragraphs 1276, 1277, 
1301, 1302; PBW Stock Exchange By-Laws Sec. 19-2, 

CCH PBW Guide, Paragraph 1452; Pacific Stock Exchange 
Constitution, Article VI, Sec. 1, CCH PSE Guide, Paragraph 
1401, Pacific Stock Exchange Rule IV, CCH, PSE Guide, 
Paragraph 3932. 


3/ New York Stock Exchange Constitution, Article XV, 
Section 2(h) and Rules 318 and 385; CCH WYSE Guide, 
Vol. 2, Paragraphs 1702, 2318 and 2385; American Stock 
Exchange Constitution, Articles 1V and VI and Rule 319, 
CCH ASE Guide, Vol. 2, Paragraphs 9032, 9048 and 
9373. 


4/ Statement on the Future Structure of the Securities 
Markets, February 2, 1972, at 24. 


5/ Securities Exchange Act Release No. 9950 at 162-165 
(January 16, 1973). 


6/ /d. at 164-165. 
Z/ Ia. 
8/ /d. 


9/ Asused herein, the term “foreign membership” refers 
to membership on a United States securities exchange by 

an entity organized under the laws of a foreign country 
which is authorized to perform the functions of a broker- 
dealer under the laws of its country of origin(a “foreign 
broker-dealer”) or by a broker-dealer organized under the 
laws of a state of the United States owned or controlled by 
or otherwise affiliated with foreign persons (a “United 
States broker-dealer affiliated with foreign nationals”); and 
the term “foreign access” refers to availability of a pro- 
fessional discount from the fixed commission rate (cur- 
rently 40 percent) to a foreign broker-dealer or to a United 
States broker-dealer affiliated with foreign nationals for 
agency orders of public customers executed on an exchange. 
The term “exchange” means a United States national securi- 
ties exchange registered with the Commission under Section 
6 of the Securities Exchange Act. 
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Houston, Texas 
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FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these proceedings under the Securities Exchange Act, 
Cooperative Church Finance, Inc., a registered broker- 
dealer, solely for the purpose of settling these proceedings 
and without admitting or denying the allegations in the 
order for proceedings, consented to certain findings of will- 
ful violations and to the entry of an order revoking its 
registration as a broker and dealer. 


On the basis of the order for proceedings and the consent, 
it is found that, 1/ during the period from about August 
1971 to about March 1972, respondent willfully violated 
Section 17(a) of the Securities Act of 1933 and Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder in 
connection with the purchase, offer and sale of the bonds 
of Greenwood Village Baptist Church (“issuer”) by making 
untrue and misleading statements of material facts con- 
cerning, among other things, the issuer’s assets, liabilities, 
net worth, income and expenses; the value of its properties; 
the financial ability of issuer to pay the principal and inter- 
est on the bonds; and the likelihood that the majority of 
the bonds would be sold to members and friends of issuer. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the consent. 


Accordingly, 1T |S ORDERED that the registration as a 
broker and dealer of Cooperative Church Finance, Inc. be, 
and it hereby is, revoked. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ These findings are not binding on any other re- 
spondent in these proceedings. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18276/February 5, 1974 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Ninth and Louisiana Streets 

Little Rock, Arkansas 72203 

(70-5448) 


NOTICE OF PROPOSED SALE AND LEASEBACK OF 
NUCLEAR FUEL AND RELATED FACILITIES 


NOTICE IS HEREBY GIVEN that Arkansas Power & 
Light Company ("AP&L”), an electric utility subsidiary 
company of Middle South Utilities, Inc., a registered hold- 
ing company, has filed an application with this Commission 
pursuant to the Public Utility Holding Company Act of 
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1935 ("Act"), designating Sections 9(a) and 10 as appli- 
cable to the following proposed transactions. All inter- 
ested persons are referred to the application, which is sum- 
marized below, for a complete statement of the proposed 

transactions. 







As more fully described below, AP&L proposes to enter 
into arrangements with a Fuel Company ("Fuel Company”), 
whereby AP&L would sell its interest in certain partially 
fabricated nuclear fuel to the Fuel Company, which in 
turn would complete assembly and lease the nuclear fuel 
and incidental facilities ("Nuclear Fuel”) to AP&L. The 
Nuclear Fuel will be used by AP&L to satisfy a portion of 
the fuel requirements for Unit No. 1 of Arkansas Nuclear 
One (“Unit No. 1”), located near Russellville, Arkansas. 





The Fuel Company will be incorporated in the State of 
Delaware as a wholly-owned subsidiary of Broad Street 
Contract Services, Inc. (“BSC”), a Delaware corporation ) 
engaged with its other subsidiaries in a general leasing busi- 
ness. BSC is owned by a partnership composed of partners 
who are also partners of Goldman, Sachs & Co., an invest- 
ment banking firm. 


AP&L states it has contracted with The Babcock & Wil- 
cox Company ("B&W") for the supply of the first two } 
cores of the Nuclear Fuel at a total estimated cost of 
$56,000,000. The initial core has been fabricated and it is 
anticipated that fuel loading of the initial core in the reactor 
will commence in early 1974. At such time this Com- 
mission may authorize the transactions proposed herein, 
AP&L will sell to the Fuel Company, at cost, its interest in 
the supply of Nuclear Fuel as fabricated to such date and 
simultaneously will enter into a lease for such Nuclear 

Fuel (“Lease”) with the Fuel Company. As of November 
30, 1973, AP&L states its book cost for the Nuclear Fuel 
(including applicable allowance for funds used during con- 
struction) was $29,788,292. 





Pursuant to the Lease, the Fuel Company will undertake 
financial responsibility for the consummation of AP&L's 
contract with B&W, as well as providing for future supplies 
of Nuclear Fuel for Unit No. 1. The maximum commit- 
ment of the Fuel Company to make payments for Nuclear 
Fuel is $39,000,000 at any one time outstanding. 





Under the Lease AP&L will be responsible for operating, 

maintaining, repairing, replacing and insuring the Nuclear 

Fuel and for paying all taxes and costs arising out of the 

ownership, possession or use thereof. The initial term of } 

the Lease will be for five years; on its second anniversary 

and on each succeeding anniversary the three year balance 

will automatically be extended for one year, unless either | 

party gives prior written notice of termination, up to 2014. | 
' 


Lease payments will be payable quarterly and will com- 
mence with the term of the Lease. These payments will ) 
include: (a) a “Quarterly Lease Charge,” which will repre- 
sent an administrative charge of 1/8 of 1% per annum of the 
"Stipulated Loss Value,” as defined in the Lease, payable 
by the Fuel Company to BSC under terms of a separate 
agreement and other allocated operational costs of the 
Fuel Company; (b) a “Burn-Up Charge” equal to the cost of 
the Nuclear Fuel consumed while the Nuclear Fuel is in the 
reactor and producing heat. Prior to the commercial oper- 
ation of Unit No. 1, or when the Nuclear Fuel is not in the 
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reactor and producing heat, AP&L may elect to capitalize 
Quarterly Lease Charges or daily portions thereof so long 

as the amount of credit still available to the Fuel Company 
under a “Credit Agreement” (referred to below) exceeds 

the sum of the Stipulated Loss Value of the Nuclear Fuel, 
the amount of such Charges and $1,000,000. AP&L may 
consequently, subject to the foregoing limitation, defer 
rental payments until those times during commercial oper- 
ation when the Nuclear Fuel is in the reactor and producing 
heat in the production of electric energy. 


It is stated that AP&L may terminate the Lease at any time; 
the Fuel Company may terminate the Lease under certain 
circumstances. Upon the occurrence of any event of ter- 
mination (“Event of Termination”), as defined in the Lease, 
title to the Nuclear Fuel shall automatically be transferred 
to AP&L, which will thereafter be unconditionally obli- 
gated to purchase the Nuclear Fuel at a price fixed by 
application of a formula. Upon consummation of such 
purchase, all obligations of AP&L under the Lease will 
terminate. 


Itis further provided that the Fuel Company will receive 
alternative termination rights upon certain events of default 
("Events of Default”). Upon the occurrence of an Event 

of Default the Fuel Company may: (a) treat the Event of 
Default as an Event of Termination; and/or (b) it may 
terminate the Lease. If AP&L terminates the Lease, its 
interest in the Nuclear Fuel will terminate and the Fuel 
Company may, among other things, elect to take possession 
of the Nuclear Fuel and sell it. 


Under the terms of the Lease the amount of the quarterly 
lease payments by AP&L will be measured by, among other 
things, the amount of costs incurred by the Fuel Company 
inconnection with its acquisition of the Nuclear Fuel. The 
Fuel Company has advised AP&L that it will finance its 
obligations under the Lease by entering into a $40,000,000 
credit agreement ("Credit Agreement”) with Security 

Pacific National Bank (”Bank”), a commercial bank. AP&L 
is to approve of the Fuel Company’s entry into the Credit 
Agreement. 


Under the Credit Agreement, the Fuel Company would 
issue and sell its commercial paper (“Commercial Paper”), 
supported by irrevocable letters of credit ("Letters of 
Credit”) issued by the Bank. Goldman, Sachs & Company 
would use its best efforts to sell the Commercial Paper at 
the best rate available (which rate will include a 1/8 of 1% 


per annum dealer discount) consistent with prudent market- 


ing considerations. A commercial bank, would, under a 
"Depositary Agreement,” act as issuing agent for the Fuel 
Company’s Commercial Paper. Under the Credit Agree- 
ment, the Fuel Company could also make revolving credit 
borrowings to be evidenced by the Fuel Company’s pro- 
missory notes (“Revolving Credit Notes”). The Credit 
Agreement will have an initial term of five years; it will be 
automatically extended for one year on its second anniver- 
sary and on each succeeding anniversary, unless either party 
has given prior notice of termination, up to 2014. 


In consideration for the issuance of the Letters of Credit, 
the Fuel Company will pay the Bank a quarterly fee of .60 
of 1% per annum on the average principal amount of ob- 
ligations of the Bank under the Letters of Credit. Should 
there be a drawing under any Letter of Credit, the Fuel 


Company will be obligated to pay the full amount of such 
drawing to the Bank on demand, plus interest (i) from the 
date of such drawing to the first anniversary thereof at a 
rate per annum equal to 120% of the Base Rate in effect 
from time to time and (ii) from such first anniversary at a 
rate per annum equal to 135% of the Base Rate in effect 
from time to time. Base Rate includes the higher of: (a) 
the rate of interest charged by the Bank from time to time 
on 90-day commercial loans to its largest and most credit- 
worthy commercial customers or (b) the average rate for 
“prime paper placed through dealers” of 90 to 119-day 
maturities for the last full business week of the immediately 
preceding calendar month, as such rate is published by the 
Federal Reserve Bank of New York in its index of most 
representative rates. 


The Revolving Credit Notes will bear interest from their 
dates on their unpaid principal amount, payable quarterly 
and at maturity at the rates specified above for interest on 
drawings from the Bank under the Letters of Credit. The 
aggregate amount of the Fuel Company’s Revolving Credit 
Notes and Commercial Paper at any time outstanding will 
not exceed the maximum credit limit under the Credit 
Agreement. 


AP&L has been advised by the Fuel Company that the 
Bank will receive an assignment of the rents and certain 
other obligations under the Lease as security for the 
Bank’s Letters of Credit and its loans under the Credit 
Agreement. AP&L proposes to agree in the Lease to 
acknowledge notice of the assignment by a separate instru- 
ment. The Fuel Company also has advised that the Bank 
will receive a security interest in the Nuclear Fuel and that 
BSC will guarantee the payment of up to 15% of the obli- 
gations of the Fuel Company under the Credit Agreement. 


AP&L proposes to charge the rent under the Lease to fuel 
expense and to account for the transaction as a lease rather 
than a purchase. 


Fees and expenses incident to the proposed transactions 
aggregate $47,000, including legal fees of $40,000. AP&L 
states that no Federal or State commission, other than this 
Commission, has jurisdiction over the proposed transactions, 
except that the Atomic Energy Commission has jurisdiction 
over the ownership, possession, storage and handling of the 
Nuclear Fuel. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 1, 1974 request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to contro- 
vert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. Acopy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant of the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the appli- 
cation, as filed or as it may be amended, may be granted as 
provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
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exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18277/February 5, 1974 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 

New Orleans, Louisiana 70174 

(70-5449) 


NOTICE OF ISSUANCE AND SALE OF FIRST 
MORTGAGE BONDS AND PREFERRED STOCK 


NOTICE IS HEREBY GIVEN that Louisiana Power & 
Light Company ("LP&L”), an electric utility subsidiary 
company of Middle South Utilities, Inc., a registered hold- 
ing company, has filed an application-declaration with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 ("Act"), designating Sections 6(a) and 7 
of the Act and Rule 50 promulgated thereunder as appli- 
cable to the following proposed transactions. All interested 
persons are referred to the application-declaration, which is 
summarized below, for a complete statement of the pro- 
posed transactions. 


LP&L proposes to issue and sell, subject to the competitive 
bidding requirements of Rule 50 under the Act, 
$45,000,000 principal amount of a new series of its First 
Mortgage Bonds, due March 1, 2004 ("Bonds”). The 
interest rate of the Bonds (which will be a multiple of 1/8th 
of 1%) and the price, exclusive of accrued interest, to be 
paid to LP&L for the Bonds (which will be not less than 
100% nor more than 102 - %% of the principal amount 
thereof) will be determined by competitive bidding. The 
Bonds will be issued under the Company’s Mortgage and 


Deed of Trust, dated as of April 1, 1944, to The Chase Man- 


hattan Bank (National Association), as successor Trustee, 

as heretofore supplemented by various indentures and as 

to be further supplemented by a Nineteenth Supplemental 
Indenture to be dated as of March 1, 1974. The Nineteenth 
Supplemental Indenture will include, among other things, a 
prohibition until March 1, 1979, against refunding the 
Bonds, directly or indirectly, with funds borrowed at a 
lower effective interest cost. 


LP&L also proposes to establish, by appropriate corporate 
action, a new series of its Preferred Stock, Cumulative, 
$100 par value per share, which shall consist of 100,000 
shares (“Stock”), and to issue and sell the Stock, subject to 
the competitive bidding requirements of Rule 50 under the 
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Act. The dividend rate of the Stock (which will be a 
multiple of 1/25th of 1%) and the price to be paid to 
LP&L for the Stock (which will be not less than $100 nor 
more than $102.75 per share) will be determined by the 
competitive bidding. The terms of the Stock will include a 
prohibition until March 1, 1979, against refunding the 
Stock, directly or indirectly, with funds derived from the is- 
suance of debt securities at a lower effective interest cost or 
from the issuance of other stock, which ranks prior to or 
on a parity with the Stock as to dividends or assets, at a 
lower effective dividend cost. 




















The sale of the Bonds and the sale of the Stock are separate 
transactions not contingent one upon the other. 


LP&L states it will apply the net proceeds derived from the 
issue and sale of the Bonds and the Stock to the payment 
of short-term borrowings estimated to total $25,000,000 
at the time the sale proceeds are received, to the payment at 
maturity of $15,297,000 of First Mortgage Bonds, 3% 
Series due April 1, 1974, to the financing in part of the 
Company’s construction program, and to other corporate 
purposes. 





Fees and expenses incident to the issuance and sale of the 
Bonds total $118,000, including legal fees of $33,000; fees 
and expenses in respect of the Stock total $42,000, in- 
cluding counsel fees of $19,000. AP&L states that no 
State or Federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 1, 1974, request in writing thata 
hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. Acopy 
of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-decla- 
rant at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as filed or as it may be 
amended, may be granted and permitted to become ef- ' 
fective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


| 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


Release No. 18278/February 7, 1974 
In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

20 Montchanin Road 

Wilmington, Delaware 19807 

(70-5458) 

NOTICE OF PROPOSED AMENDMENTS TO CERTI- 
FICATE OF INCORPORATION TO INCREASE AUTHOR- 
IZED NUMBER OF SHARES OF COMMON AND PRE- 
FERRED STOCK AND TO ALTER RIGHTS AND PRI- 
VILEGES OF PREFERRED STOCK; SOLICITATION OF 
PROXIES 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (“Columbia”), a registered holding company, 
has filed a declaration with this Commission, pursuant to 
the Public Utility Holding Company Act of 1935 (‘Act’), 
designating Sections 6(a), 7, 12(e) of the Act and Rule 

62 promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to said 
declaration, which is summarized below, for a complete 
statement of the proposed transaction. 


Columbia's Certificate of Incorporation (“Certificate”) 
presently authorizes 39,500,000 shares of common stock, 
par value $10 per share, of which 32,430,612 shares are 
issued and outstanding, and 500,000 shares of preferred 
stock, par value $50 per share, of which none are out- 
standing. Columbia now proposes to amend its Certificate 
to increase the number of authorized shares of common 
stock to 60,000,000, and the number of authorized shares 
of preferred stock to 10,000,000. 


All external financing for the Columbia System is done at 
the parent company level, i.e., through the issue and sale of 
securities of Columbia. The consolidated capitalization as 
of November 30, 1973 consisted solely of Columbia’s 
debentures, other unsecured debt, and common equity, as 
shown below. 


Thousands % 


Long Term Debt: * 


Debentures $1,121,983 54.6 
Term Bank Loan 50,000 2.4 
Miscellaneous 8,707 0.4 
1,180,690 57.4 
Common Equity 874,556 42.6_ 
Total Capitalization $2,065,246 100.0 


* ° sa: 
Including current maturities 


The long-term debt shown above is exclusive of $60 million 
of subordinated bank notes issued pursuant to the Credit 
Agreement as of August 3, 1971 with a group of banks. Ac- 
cording to present estimates, an additional $140 million of 
Notes will be issued under said Credit Agreement during the 


3-year period 1974-76. The proceeds have been, and will 
be, used to make advance payments to BP Oi! Corporation 
under an agreement for the development of oil and gas 
leases at Prudhoe Bay, Alaska, in connection with Col- 
umbia’s program of procuring additional gas supplies. The 
total $200 million advances, with interest, are to be repaid 
through the sale of crude oil; and the bank loans are to be 
liquidated as the advances are repaid (Holding Company 
Act Release No. 17213, August 2, 1971). 


Columbia’s outstanding debentures were issued under in- 
dentures dated June 1, 1950 and June 1, 1961, as supple- 
mented from time to time. The various series of de- 
bentures mature in 25 years from the dates of issuance 
thereof; issuance of additional debentures is subject to 
certain limitations imposed by the indentures; and each 
series is subject to a substantial mandatory cash sinking 
fund. The term-bank-loan, shown above, was incurred for 
certain capital expenditures and is repayable over a period 
of 10 years (see Holding Company Act Release No. 18146, 
October 31, 1973). 


Although its Certificate has since 1950 provided for the 
presently authorized 500,000 shares of preferred stock, 
Columbia states that none has heretofore been issued and 
sold because of the System’s ability to finance its expansion 
programs with the type of securities noted above, plus 
internally generated cash. Columbia now considers, how- 
ever, that with its expanding capital requirements, the use 
of preferred stock is desirable as an additional financing 
medium, and states that the use of that medium (i) will 
permit it to supplement funds derived from traditional 
sources, (ii) will assist it in maintaining appropriate coverage 
of interest charges currently made difficult by continuing 
high interest rates, (iii) will ease the burden which would 
otherwise be placed on its common stock, and earnings 

per share thereon, if the necessity for greater equity fin- 
ancing were to be met solely from that source, and (iv) will 
help to support its current debenture rating. 


The presently proposed Certificate amendment to increase 
the number of authorized common and preferred shares is 
designed to provide adequate scope for future financings 
through those media. Any actual issuance and sale of 
preferred stock, or of additional common stock, will be 
the subject of future filings under the applicable provisions 
of the Act. 


So as to conform to existing provisions governing its pre- 
ferred stock with the standards prescribed by the Com- 
mission’s Statement of Policy for Preferred Stock pro- 
mulgated under the Act in 1956 and 1970 (Holding Com- 
pany Act Release Nos. 13106 and 16758), Columbia further 
proposes to amend its Certificate in respect of those pro- 
visions. Apart from one necessary deviation, the proposed 
amendments to the preferred stock provisions will result in 
substantial compliance with said Statement of Policy. The 
deviation, which concerns limitations on the incurrence of 
unsecured debt, is considered necessary in light of the fact, 
as noted above, that Columbia’s debt financing is entirely 
in the form of unsecured obligations. Accordingly, the 
proposed provision limiting unsecured indebtedness will 
contain the standard restriction, namely, that without the 
consent of the holders of a majority of outstanding pre- 
ferred stock, Columbia will not incur unsecured indebted- 
ness if immediately thereafter (i) consolidated unsecured 
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debt would exceed 20% of the sum of existing consolidated 
secured debt, capital stock, premiums thereon, and surplus, 
or (ii) unsecured debt with a maturity of less than 10 years 
would exceed 10% of such sum; provided, however, that 
the term “unsecured debt” shall not be deemed to include 
(a) all debentures presently outstanding or hereafter issued, 
(b) all self-liquidating loans for inventory gas specifically 
approved from time to time under the Act, and (c) the 
above described $50 million term bank loan and an aggre- 
gate of up to $200 million subordinated bank notes issu- 
able under the Credit Agreement of August 3, 1971; and 
further provided, that the term “secured debt” shall be 
deemed to include the debentures referred to in item (a) 
above, and any other debt which is, by its terms, secured 
debt. 


The proposed amendments to Columbia's Certificate will 
require the approval of the holders of a majority of 
Columbia’s outstanding common stock, and Columbia pro- 
poses to seek such approval through the solicitation of 
proxies to be voted at its next annual meeting of stock- 
holders to be held April 18, 1974. 


The fees, expenses, and commissions incurred or to be 
incurred in connection with proposed transactions will be 
supplied by amendment. It is stated that no State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 4, 1974, request in writing that 
a hearing be held on such matter stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy 

of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from its rules 
under the Act as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive notice of further developments 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8219/February 6, 1974 








In the Matter of 








TECHNOLOGY FUND, INC. 

SUPERVISED INVESTORS INCOME FUND, INC. 
SUPERVISED INVESTORS GROWTH FUND, INC. 
SUPERVISED INVESTORS SUMMIT FUND, INC. 
SUPERVISED INVESTORS SERVICES, INC. 





120 South La Salle Street 
Chicago, Illinois 60603 
(812-3591) 





NOTICE OF APPLICATION UNDER SECTION 6(c) FOR 
ORDER EXEMPTING FROM SECTION 22(d) SALE BY 
OPEN-END COMPANY OF ITS SHARES AT OTHER 
THAN PUBLIC OFFERING PRICE 


Supervised Investors Income Fund, Inc., Supervised 
Investors Growth Fund, Inc. and Supervised Investors 
Summit Fund, Inc. (collectively the ”Funds”) and Super- 
vised Investors Services, Inc. (“SIS”) have made application 
for an order pursuant to Section 6(c) of the Investment 
Company Act of 1940 (the “Act”) exempting the Funds 
and SIS in respect to the transactions described below 
from the provisions of Section 22(d) of the Act and Rule 
22d-1 thereunder. All interested persons are referred to 
the application on file with the Commission for a statement 
of the representations thereon, which are summarized be- j 
low. 


NOTICE IS HEREBY GIVEN that Technology Fund, Inc., 


Each Fund is a registered open-end diversified management 
investment company whose shares are offered to the public | 
on a continuous basis at net asset value plus varying sales 
charges depending on the amount purchased and then 
owned. The Funds receive net asset value of shares sold. 

SIS is the principal underwriter of each of the Funds and 

acts as agent in selling shares of the Funds at a discount 

from the applicable public offering price to dealers who sell 
the shares to the public. SIS is also investment adviser of 

the Funds. 


Each of the Funds proposes to sell its shares at the net asset 
value per share to persons who have caused their shares to 
be redeemed within the previous 15 days, and who have not 
previously exercised this privilege. The sale will be 
limited to the exact amount of the redemption proceeds | 
(or to the nearest full share of fractional shares are not 
purchased). To be effective, the order to purchase the 

shares must be received in writing by the Fund or its trans- 

fer agent or be post-marked within 15 days after the date 

of the redemption, or such order must be received by SIS } 
through an investment dealer within such 15-day period. 
The purchase will be made at the net asset value per share ) 
next determined after receipt of the order; therefore, no 
sales commission or concession will be paid to or received 
by SIS, any dealer or any other person on such purchase. 


Section 6(c) of the Act provides that the Commission may, 
upon application, conditionally or unconditionally exempt 
any person or transaction from any provisions of the Actif 
such exemption is necessary or appropriate in the public 

interest and consistent with the protection of investors and 
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the purposes fairly intended by the policy and provisions of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 25, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washington, 
D. C. 20549. Acopy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Funds and SIS at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. At any time after said date, as provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application herein will be 
issued as of course following said date unless the Com- 
mission thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8220/February 6, 1974 


In the Matter of 


E. F. HUTTON TAX-EXEMPT FUND 
(NATIONAL SERIES 12 AND SUBSEQUENT 
NATIONAL AND STATE SERIES SIMILARLY 
OR OTHERWISE TITLED) 


c/o E. F. Hutton & Company Inc. 
One Battery Park Plaza 

New York, New York 10004 
(812-3134) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR ORDER AMENDING 
PRIOR ORDER GRANTING EXEMPTION FROM RULE 
22c-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN that E. F. Hutton Tax-Exempt 
Fund (“Fund”) (National Series 12 and Subsequent Nation- 
al and State Series similarly or otherwise titled) (” Appli- 
cant”), a unit investment trust registered under the Invest- 
ment Company Act of 1940 (”Act”), has filed an appli- 

cation pursuant to Section 6(c) of the Act for an order 
amending the order of the Commission, dated April 24, 

1972 (Investment Company Release No. 7144) granting 





E. F. Hutton Tax-Exempt Fund (National Series 1-4, 
California Series 1-2 and 3, New York Series 1 and 2and 
All Subsequent National and State Series Similarly or 
Otherwise Titled) an exemption from Rule 22c-1 under the 
Act with respect to secondary market operations of the 
Fund's sponsor, to include and make applicable such ex- 
emption to National Series 12 and subsequent state and 
national series of the Applicant. All interested persons 

are referred to the application on file with the Commission 
for a statement of the representations therein, which are 
summarized below. 


The Fund's original application for such exemption 
recited the fact that the sponsor would bear the cost of 
evaluations of the portfolio by an independent third 

party and, in return, receive a fixed annual fee of $0.275 
per $1,000 principal amount of bonds, subject to adjust- 
ment under certain circumstances. Such application also 
indicated that should the cost of required evaluations be less 
than the sponsor’s fee, the excess of the fee would be 
waived by the sponsor, and to the extent that the cost of 
evaluations exceeded the sponsor’s fee, the sponsor would 
absorb the excess. National Series 12 of Applicant differs 
from the Fund's existing series (which will not be affected 
by the amended order requested) in that the sponsor, E. F. 
Hutton & Company, Inc. will no longer be responsible for 
obtaining evaluations for the Fund, and accordingly, will 
receive no fee from the Fund to pay for evaluations. In- 
stead, an independent evaluator will contract directly with 
the Fund and receive a fixed sum for each evaluation it 
makes. 


The prior application made the argument, in support of the 
contention that weekly pricing should be permitted, that 
should daily pricing be required, investors would stand to 
lose in that the resulting increased costs could discourage the 
sponsor from maintaining a secondary market for the 

Units at prices based upon the offering prices of the under- 
lying Bonds. Applicant asserts that under the method 

being adopted for its National Series 12 whereby the Fund 
will be contracting directly with the third party evaluator, 
the argument that daily pricing might discourage the 
sponsor from maintaining a secondary market has no appli- 
cation. However, Applicant states, the rationale that 

served as the basis for granting the original exemptive 

order allowing weekly pricing becomes even more compel- 
ling under the new method since the costs of more frequent 
evaluations are borne directly by the Fund with no “ceiling” 
on the total cost in the form of a maximum sponsor's fee. 


Applicant asserts that under the new method whereby the 
independent evaluator contracts directly with the Fund, the 
interests of investors might be significantly impaired by 
imposing upon the Fund the cost of the determinations of 
net asset value with the frequency required by Rule 22c-1 
Each series of the Fund will directly pay the evaluator for 
each evaluation of its bond portfolio. The amount due the 
evaluator (presently Standard & Poor’s Corporation) for 
each evaluation is currently $35 plus $0.25 per issue of 
Bonds in excess of 50 issues (treating separate maturities as 
separate issues). According to Applicant, assuming the 
minimum fee per evaluation, one evaluation per week 
would result in a cost to each series of the Fund of $1,820 
per year. Daily evaluations with respect to a single series 
would cost $8,925 per year, resulting in an additional 
expenditure by the Unit holders of each series of $7,105. 
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Applicant asserts that with the exception of the facts 
noted above, all of the representations and undertakings 
with respect to the Fund made in its original application for 
an exemptive order remain accurate and applicable to all of 
the Fund's existing and subsequent series, and the Appli- 
cant affirms such representations and undertakings in its 
Application. 


Section 6(c) of the Act provides, in part, that the Com- 
mission may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or classes of 
persons, securities, or transactions from any provisions of 
the Act or of any rule or regulation under the Act, if and 
to the extent such exemption is necessary or appropriate 
in the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 25, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Wash- 
ington, D. C. 20549. Acopy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of such 
service (by affidavit or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. At any time after said date, as provided by 

Rule O-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application herein will 
be issued by the Commission as of course following said date 
unless the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a hearing is 
ordered, will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8221/February 7, 1974 


In the Matter of 


NATIONAL AVIATION CORPORATION 
630 Fifth Avenue 

New York, New York 10020 

(812-3579) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
SECTION 2(a) (19) OF THE ACT 
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NOTICE IS HEREBY GIVEN that National Aviation Cor- 
poration (“Applicant”), a non-diversified, closed-end manage. 
ment investment company registered under the Investment 
Company Act of 1940 (the “Act”), has filed an application 
for an order of the Commission pursuant to Section 6(c) of 
the Act declaring that G. Keith Funston (“Funston”), a 
director of Applicant, shall not be considered an “inter- 
ested person” of Applicant within the meaning of Section 
2(a) (19) of the Act solely by reason of his status as a 
director of the Metropolitan Life Insurance Company 
(“Metropolitan”). All interested persons are referred to 

the application on file with the Commission for a statement 
of the representations made therein, which are summarized 
below. 




















Applicant is a New York corporation, registered under the 
Act as a nondiversified, closed-end management investment 
company. 


Funston, one of nine directors of applicant, is also a 
director of Metropolitan, a New York mutual life 
insurance company, principally engaged in the sale of life, 
accident, and health insurance, and annuities, including 
variable annuities. Metropolitan is registered as a broker- 
dealer under the Securities Exchange Act of 1934 solely 
because it sells variable annuities. Metropolitan engages 
in securities transactions as a broker-dealer only with re- 
spect to its sales of variable annuities. Metropolitan has 
never engaged in securities transactions on behalf of Appli- 
cant. 





Section 2(a) (19) of the Act, in pertinent part, defines an 
“interested person” of an investment company as any broker 
or dealer registered under the Securities Exchange Act of 
1934 or any affiliated person of such broker or dealer. Section 
2(a) (3) of the Act defines an affiliated person of another 
person to include any director or employee of such other 
person. Consequently, Funston, an affiliated person of a 
registered broker-dealer, is an “interested person” of 
Applicant within the meaning of Section 2(a) (19) of the 
Act. 


Section 6(c) of the Act provides that the Commission may, 
upon application, conditionally or unconditionally exempt | 
any person from any provisions of the Act to the extent 

that such exemption is necessary or appropriate in the 

public interest and consistent with the protection of 
investors and with the purposes fairly intended by the policy 
and provisions of the Act. 


Applicant represents that the legislative history of Section 
2(a) (19) indicates that the Congress contemplated that the 
Commission would exempt from the definition of “inter- 
ested person” those persons who were, in fact, in a position 

to act independently on behalf of the investment company} 
and its shareholders in dealing with the company’s invest- 
ment adviser or principal underwriter. ’ 


Applicant states that Funston has no relationship with Appli- 
cant other than as a director and shareholder. Applicant 
represents and warrants that so long as Funston remains one 
of its directors, Applicant will not knowingly purchase any | 
securities from or through, or sell any securities to or 
through, Metropolitan or any subsidiary of Metropolitan. 

















Applicant contends that Funston’s affiliation with Metro- 
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politan will not impair his independence in acting on behalf 
of Applicant and its shareholders. 
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NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 4, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. 

Proof of such service (by affidavit, or in the case of an 
attorney-at-law, by certificate) shall be filed contemporane- 
ously with the request. As provided by Rule O-5 of the 
Rules and Regulations promulgated under the Act, an 

order disposing of the application will be issued as of 

course following March 4, 1974, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a hearing, 
or advice as to whether a hearing is ordered, will receive 
notice of further developments in this matter, including 

the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8222/February 7, 1974 


In the Matter of 


FIRST SECURITY GROWTH FUND, INC. 
100 Continental Building 

Omaha, Nebraska 68102 

(811-1212) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On January 9, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8168) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 ("Act”), to declare by order upon its own 
motion that First Security Growth Fund, Inc. ("First Securi- 
ty") has ceased to be an investment company as defined in 
the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued unless a hearing should be ordered. 
No request for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that First 


cordingly, 


Security has ceased to be an investment company. Ac- 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of First Security Growth Fund, 
Inc. under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8223/February 7, 1974 


In the Matter of 


MARKET GROWTH FUND, INC. 
127 John Street - 19th Floor 
New York, New York 10038 
(811-1254) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On January 9, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8167) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 ("Act”), to declare by order upon its own 
motion that Market Growth Fund, Inc. (“Market Growth”) 
has ceased to be an investment company as defined in the 
Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued unless a hearing should be ordered. 
No request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found that Market 
Growth has ceased to be an investment company. Ac- 
cordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Market Growth Fund, Inc. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8224/February 8, 1974 


In the Matter of 


AMERICAN GENERAL LIFE INSURANCE COMPANY 
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OF DELAWARE 


and 


AMERICAN GENERAL LIFE INSURANCE COMPANY 
OF DELAWARE SEPARATE ACCOUNT D 

2727 Allen Parkway 

Houston, Texas 77019 

(812-3556) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR EXEMPTIONS FROM THE PRO- 
VISIONS OF SECTIONS 22(d), 26(a) AND 27(c) (2) OF 
THE ACT 


NOTICE IS HEREBY GIVEN that American General Life 
Insurance Company of Delaware Separate Account D 
("Separate Account D”), a unit investment trust regis- 
tered under the Investment Company Act of 1940 ("Act”), 
and American General Life Insurance Company of Dela- 
ware (the “Company”) (hereinafter collectively referred to 
as “Applicants”), have filed an application pursuant to 
Section 6(c) of the Act for an order of the Commission 
exempting Applicants, to the extent noted below, from the 
provisions of Sections 22(d), 26(a), and 27(c) (2) of the 
Act. All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


The Company, a wholly-owned:subsidiary cf the American 
General Insurance Company (the “Parent”), is a stock life 
insurance company incorporated under Delaware law. 
Separate Account D is a separate account of the Company 
established on November 19, 1973, pursuant to Delaware 
law, as the facility for issuing single and periodic payment 
deferred and single payment immediate variable annuity 
contracts (the “Contracts”). Amounts allocated to 
Separate Account D pursuant to the Contracts will be 
applied to purchase shares of American General Growth 
Fund, Inc. (“Fund”), a diversified, open-end management 
investment company registered under the Act. American 
General Management Company, Inc., a wholly-owned subsi- 
diary of the Parent, is the investment adviser for the Fund. 
Persons who are registered representatives of Channing 
Company, Inc., another wholly-owned subsidiary of the 
Parent and a registered broker-dealer under the Securities 
Exchange Act of 1934, will sell the Contracts. 


Section 22(d) 
Section 22(d) of the Act provides, in pertinent part, that 


no registered investment company or principal underwriter 
thereof shall sell any redeemable security to the public 


except at a current offering price described in the prospectus. 


Applicants offer annuity contracts under which purchase 
payments may be accumulated on either a fixed or a 
variable basis or a combination of both. Deductions for 
sales and administrative expenses are made from each pay- 
ment as described in the prospectus. Applicants request 
exemptions from Section 22(d) of the Act to permit sales 
of Contracts without sales and administrative charges when 
(i) accumulated purchase payments are transferred from a 
fixed to a variable basis, before the annuity payment period 
begins, with a $5.00 charge for each transfer; (ii) surrender 
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values or death benefits under a life insurance policy issued 
by the Company are applied to the purchase of a Contract; 
(iii) proceeds payable on the death of an annuitant, under a 
annuity contract offered by Applicants, either before or 
after annuity payments have begun, and whether on a fixed 
or variable annuity basis, are applied to the purchase of a 
Contract for the beneficiary of such contract; and (iv) 
accumulated values of contracts are applied at the end of 
the accumulation periods of such contracts to the purchase 
of single payment deferred Contracts then being offered by 
the Company. 







Applicants state that the sales and administrative charges 
imposed upon payments accumulated on a fixed or vari- 
able basis are identical and that the sales and administra- 
tive charges imposed under the Company’s life insurance | 





policies are often greater than those levied under the Con- 
tracts. Applicants assert that the assessment of additional 
sales and administrative expense charges for the transfer or 
application of accumulated values or amounts payable } 
under existing policies or annuity contracts for the purchase 
of Contracts would resuit in double or even greater fees 
being imposed upon the purchasers of such Contracts. 
Therefore, Applicants contend that no discrimination would 
result from the elimination of such charges because no 
purchasers would be relieved of the duty to pay some sales 
and administrative charge whether under an annuity con- } 
tract or life insurance policy; all that is avoided is the dis- 
crimination that results from the double payment of 
charges by persons wishing to change the manner in which 
payments are determined and not change the right to re- | 
ceive such payments. Applicants represent that the eli- 
mination of sales and administrative charges will not result p 
| 





a 


in disruptive distribution patterns for the Contracts. 
Applicants assert that a secondary market in Contracts 
cannot develop because such Contracts represent rights of 
specific individuals to payments which are guaranteed by 
the Company or dependent upon the investment per- 
formance of the Fund. 


Applicants further request an exemption from Section 22(d) 
of the Act to permit the imposition of a fixed administra- 
tive charge of $.50 on each periodic payment and of 
$25.00 on each single payment made to purchase a Con- 
tract. Such fixed charges, if expressed in terms of a percent: 
age of the purchase payment, would vary with the size of 
the payment. Applicants state that the cost of administering. 
each payment, whether periodic or single, remains the same 
irrespective of the size of the purchase payment. Therefore, 
Applicants contend that, by permitting the fixed administra 
tive charges, Contract holders will enjoy the savings in 
expense that would have been retained by the Company ifa 
percentage fee were charged. 


Sections 26(a) and 27(c) (2) 


Sections 26(a) and 27(c) (2), as here pertinent, provide in 
substance that a registered unit investment trust, and any 
depositor and principal underwriter for the trust are pro- 
hibited from selling periodic payment plan certificates un- 
less the proceeds of all payments other than sales load are 
deposited with a qualified bank as trustee or custodian and 
held under an indenture or agreement containing specified 
provisions. Such indenture or agreement must provide (1) 
that the trustee or custodian be a bank of a designated size, 
(2) that the assets be held in trust and proscribes the charges 
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which may and may not be charged against such assets, (3) 
that the trustee or custodian may only resign in a specified 
fashion and (4) that certain records be kept of and certain 
notices be given to security holders. 


Applicants request an exemption from Sections 26(a) and 
27(c) (2) to permit the Applicants to sell Contracts without 
need of an independent trustee or custodian. In support of 
such request, Applicants state that the net purchase pay- - 
ments under the Contracts will be invested in the shares of 
the Fund whose assets will be held in the custody of a cus- 
todian meeting the requirements of Section 26(a) of the 
Act. The ownership of Fund shares by Separate Account 
D will be held in an open account so that such ownership 
will only be indicated on the books of the Fund and 
Separate Account D and will not be evidenced by trans- 
ferable stock certificates. The Company is subject to 
extensive supervision and control by the Delaware Com- 
missioner of Insurance, the National Association of Securi- 
ties Commissioners, and the insurance commissioners of 
each state in which the Contracts will be sold. Under 
Delaware law and the terms of the Contracts, the assets of 
Separate Account D are not chargeable with liabilities 

) arising out of any other business conducted by the Com- 
pany. Obligations arising under the Contracts, as general 
obligations of the Company, can not be abrogated without 
violating the Delaware insurance law. Therefore, Applicants 
assert that such existing regulation of the Company affords 
| substantially the same protection contemplated by the pro- 
| visions of Sections 26(a) and 27(c) (2) of the Act. 





—_  -~ 


Applicants have consented that the requested exemption 
from Sections 26(a) and 27(c) (2) be subject to the 
following conditions: (1) that the deductions for admin- 
istrative services shall not exceed such reasonable amounts 
as the Commission shall prescribe, the Commission reserving 
jurisdiction for such purpose, and (2) that the payment of 
sums and charges out of the assets of Separate Account D 
shall not be deemed to be exempted from regulation by the 
Commission by reason of the requested order, provided 
that Applicants’ consent to this condition shall not be 
deemed to be concession to the Commission of authority 
to regulate the payment of sums and charges out of such 
assets other than charges for administrative services, and 
Applicants reserve the right in any proceeding before the 
Commission, or any suit or action in any court, to assert 
that the Commission has no authority to regulate the pay- 
ment of such other sums and charges. 


~~ 


Section 6(c) of the Act authorizes the Commission, upon 
application, to exempt any person from any provision or 
provisions of the Act conditionally or unconditionally if 
and to the extent such exemption is necessary or appro- 
} Priate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
) the policy and provisions of the Act. 


| NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 6, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
\ Matter accompanied by a statement as to the nature of his 
, ‘'nterest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 





Washington, D. C. 20549. Acopy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule O-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application will be issued as of course following 
March 6, 1974, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8225/February 8, 1974 


In the Matter of 


PEOPLES EQUITY CORP. 
c/o Richard J. Wegener 
3535 Harney Street 
Omaha, Nebraska 68131 
(81 1-1858) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On January 9, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8170) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (“Act”), to declare by order upon its own 
motion that Peoples Equity Corp. (”Peoples”) has ceased to 
be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission has 
not ordered a hearing. The matter having been considered, 
it is found that Peoples has ceased to be an investment 
company. Accordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Peoples Equity Corp. under the 
Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment’ Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 400/February 8, 1974 


NOTICE OF INTENTION TO CANCEL THE REGISTRA- 
TION OF CERTAIN INVESTMENT ADVISERS PUR- 
SUANT TO SECTION 203(i) OF THE INVESTMENT 
ADVISERS ACT OF 1940, AS AMENDED 


NOTICE IS HEREBY GIVEN THAT the Division of Invest- 
ment Management Regulation has requested that the 
Securities & Exchange Commission issue an order pur- 
suant to Section 203(i) of the Investment Advisers Act of 
1940 (the “Act”) cancelling the registrations of those invest- 
ment advisers whose names appear in the attached Appen- 
dix. 


The registrants named in the Appendix have not paid to the 
Commission the $100 annual assessment for calendar year 
1972 imposed by Rule 203-3(b) under the Act. All com- 
munications addressed to these registrants, including five 
mailings during 1973 concerning the annual assessment, 
have been returned by the Postal Service as undeliverable. 
This indicated a failure to comply with Rule 204-1(b) under 
the Act, which provides that if the information contained 
in any application for registration as an investment adviser, 
or in any amendment thereto, becomes inaccurate for any 
reason, the investment adviser shall promptly file an 
amendment on Form ADV correcting such information. 


Since the registrants named in the Appendix have not paid 
the annual assessment for 1972 as required by Rule 203-3 
(b), and have failed to notify the Commission of any change 
in address as required by Rule 204-1(b), the staff of the 
Division of Investment Management Regulation believes 
that reasonable grounds exists to support a finding that 
these registrants are no longer in existence or are not en- 
gaged in business as investment advisers. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 5, 1974 at 5:30 p.m., submit 

to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted. Any such com- 
munication should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. At any 
time after said date, the Commission may issue an order 
cancelling any or all of these registrations upon the basis of 
the information stated herein unless an order for hearing on 
said cancellation shal! be issued upon request. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Atlanta Region 







APPENDIX 








Crans L. M. Investment Adviser 801-7052 
McGrath John Barrington 801-3878 
Ursus- Taurus Co. 801-8522 





Boston Region 


National Institute of Scientific 
Professionals 801-778 
Robbins Planning Co. 801-2332 





Chicago Region 


ASI Financial Corp. 801-4693 } 
Fry Phillip S. and Associates 801-8397 

Investment Planning 801-837 
Monterey Market Letter 801-3034 | 
Siegler Edward N. & Co. 801-3832 


Denver Region 

Young & Co., Inc. 801-4468 

Foreign 

Crimmins Edwin Joseph 801-7573 

Fort Worth Region } 
Johnson Herbert Winston 801-5129 } 
Los Angeles Region 


Balanced Computer Planning Corp. 801-8364 

Charter Counseling Corporation 801-5193 

D. S. N. Management Co. 801-5986 

Hilliard R. W. Investment Adviser 801-4803 

Last J. T. & Co. 801-4089 

Market Watchdog The 801-5467 

Quigley H. H. & Co., Inc. 801-6158 | 

Reynolds Management & Research Co. 801-8060 

Sanders & Sanders 801-5143 

Walden Management Group, Inc. 801-7771 

Weston Daniel D. 801-1221 

William Neal Bryant 801-4109 

Clemens & Company 801-3647 

Henry Hartman 801-8967 

Heath & Company 801-3927 

Innovative Enterprises, Inc. 801-5584 

Investors Charting Service 801-7786 

Janus Management Corp. 801-5937 

The Key Common Stocks Super Trading 
Situations 801-6745 ) 

Thomas Joseph Koukis 801-8790 

The Lally Managed Stock Selection 
System 801-8737 

Dave Las & Assoc. 801-8402 

The MWB Report 801-8644 

Rueppel Management Company 801-7934 

Securities Research Systems 801-4268 

Synergetic Sciences, Inc. 801-6764 

Gerald Nelson Tuthill 801-4256 

Value-plus 801-8565 
















































New York Region 


Allina Joseph O. 801-3470 

Alphadex Corporation 801-7263 

Aubert Management, Inc. 801-8476 
Cartamerica Equity Studies 801-6847 

Geier Letter Inc. The 801-4391 

Gentrys Momentum Studies 801-7569 

The Shelton Study 801-4944 

Grand Central Advisory Corp. 801-8542 
Kane Richard A. 801-5892 

Macrovest, Inc. 801-5472 

Meredith James Howard 801-7293 

PMCS Advisers, Inc. 801-8515 

Scientific Systems Services 801-8756 

Siko Co. 801-6055 

Social Dimensions Management Corp. 801-8270 
Tecton Investors Advisory Service 801-6614 


Seattle Region 

Currier Edward Farnsworth 801-8016 

Dumke Investment Services 801-6559 

Hicks Investment Advisory Service 801-8197 
Washington Region 

Breedlove Kendall Harold 801-7645 


Cannon & Company, Inc. 801-7928 
Phillips John Joseph Jr. 801-4689 
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Litigation Release No. 6229/February 4, 1974 


SEC v. GLOBUS ANLAGE-VERMITTLUNGSGESELL- 
SCHAFT MBH, et al. 
(United States District Court for the District of Maryland) 


On February 4, 1974, the Securities and Exchange Com- 
mission filed a complaint in the United States District 

Court for the District of Maryland seeking to enjoin Globus 
Anlage- Vermittlungsgesellschaft MBH (”Globus”) Hans- 
Wolf Piper and Monika Knippel from further violations of 
the registration and anti-fraud provisions of the Securities 
Act of 1933, and Securities Exchange Act of 1934. The 
Commission’s complaint alleges that Globus, a German 
corporation, together with its officers, Hans-Wolf Piper and 
Monika Knippel, have engaged in a mail order solicitation 
of investments from United States investors by placing 
advertisements in major United States newspapers for the 
undisclosed, but later claimed purpose of investing in 
European “eros” or sex centers for prostitutes located in 
Switzerland, Belgium, Italy and Holland. 


The complaint alleges that Globus has placed newspaper 
advertisements in The New York Times, The Los Angeles 
Times and other nationally distributed newspapers, en- 
captioned “Double Your Dollars in the European Market,” 
which solicit investments of a minimum of $1,000 from 
United States investors, promise to pay interest of 10 per- 











cent per month, and state that each investor will double his 
money every 10 months. The ads further state that an invest- 
ment will result in “tax free profits” and that “we guarantee 
that there is no better way to earn more money in less time.” 
The complaint further alleges that the defendants have 

made numerous untrue statements of material facts and 
omissions to state material facts concerning, among other 
things: 


a. The nature of the investment that Globus will make to 
enable payment of the extraordinary rate of interest of 
10 percent per month; 


b. The risk involved in making an investment in this un- 
usual type of business; 


c. The tax free character of an investment in Globus; 


d. The business history and financial condition of Globus, 
and the identity, experience and compensation of manage- 
ment of Globus; 


e. The investment being insured by Lloyd’s of London; and 


f. The ability and intention of Globus to pay 10 percent 
interest per month. 


The complaint alleges that as a further part of the scheme 
and pursuant to the defendant's nationwide advertising 
campaign, the defendants, according to representations of 
the president of Globus, have obtained investments from as 
many as 150 U. S. investors. 





Litigation Release No. 6230/February 4, 1974 


SEC v. A.J. GROESBECK FINANCIAL ADVISORS, INC., 
et al. 


Gerald E. Boltz, administrator of the Los Angeles Regional 
Office today announced that on January 21, 1974 the 
Honorable Judge E. Avery Crary permanently enjoined A. 
J. Groesbeck Financial Advisors, Inc., Griffin Properties 
Corporation, Compumanagement Company and Arthur J. 
Groesbeck, II1, all located in Los Angeles, California, from 
further violations of certain provisions of the Securities 
Act of 1933 and the Securities Exchange Act of 1934 in 
connection with the alleged unregistered and fraudulent 
distribution of limited partnership interests in real estate 
syndications. The defendants are enjoined from: 


1. The offer and sale of unregistered securities; 


2. The sale of securities under the guise of providing in- 
dependent, unbiased financial advice; 


3. The sale of securities without regard to their suitability 
to particular investors; 


4. The sale of securities on the basis of false and misleading 
appraisals, projections, physical descriptions of assets, and 
false and misleading representations concerning the cost of 
assets; 
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&. The dissemination of false and misleading information 
relating to the operations, profitability, equity value and 
legal status of the assets represented by securities; 


admitting or denying the allegations of the complaint, con- 
sented to the entry of the Court’s order. 








6. The failure to make payments on debt in violation of 
their duties to investors; 

Litigation Release No. 6232/February 4, 1974 
7. The lulling of investors into inaction in the face of legal 
claims against their investments; US v. CHARLES T. DOLAN (D. COLO Criminal Action 
No. 73-CR-280) 





& The creation of hidden commissions or markups in 


connection with the sale of securities; and James Treece, United States Attorney for the District of 
; Colorado, and Donald J. Stocking, Administrator of the 
9. The commingling and conversion of investors’ monies. Denver Regional Office of the Securities and Exchange 


Commission, jointly announced that on January 25, 1974 
A. J. Groesbeck Financial Advisors, Inc. and Griffin Securi- Charles T. Dolan, 51, of Englewood, Colorado was con- 


ties Corporation of Los Angeles were enjoined from vio- victed by a jury in United States District Court at Denver / 
lations of certain books and records and reporting provisions on all counts of an indictment charging three counts of 
of the Investment Advisers Act of 1940 and the Securities securities fraud and one count of mail fraud. 


Exchange Act of 1934. The corporate defendants are 
wholly-owned by Groesbeck. The defendants consented to ‘The indictment, which had been returned on August 22, | 


the injunction without admitting or denying the Com- 1973, alleged, among other things, that during the period 
mission's allegations. from January 9, 1968 to December 31, 1969, Dolan had 
employed a scheme and artifice to defraud in the offer } 
On January 22, 1974 A. J. Groesbeck Financial Acvisors, and sale of common stock of United States Investment 
Inc. filed a petition in bankruptcy. Real Property Associates Corporation, a Colorado holding company. The indict- 
Corporation, another wholly-owned Groesbeck company, ment alleges that Dolan made false and misleading state- 
had been adjudicated a bankrupt on January 2, 1974. Real ments to purchasers of the securities in question and 
Property Associates was a general partner in numerous omitted to disclose to them certain material facts. Dolan 
Groesbeck limited partnerships. is to be sentenced after probation investigation. 


On January 28, 1974 the Court appointed Harry L. Nelson Previously, on October 3, 1973, Dolan entered a plea of 

of Los Angeles, California as the conservator for 35 of the guilty to one count of securities fraud and on October 

limited partnerships in which interests have been offered 25, 1973 was sentenced by Federal Judge Fred M. Winner. 

and sold by the defendants. Mr. Nelson may be contracted However, on November 1, 1973, Judge Winner granted 
through the law firm of McDonald, Halstead & Laybourne, Dolan’s Motion to Withdraw his guilty plea. Thereafter, 

1200 Wilshire Boulevard, Los Angeles, California 9001 7. on November 9, 1973, a Federal Grand Jury in Denver | 
returned a one count indictment against Dolan for per- 

jury that allegedly occurred when Dolan testified before 

the same Grand Jury on August 22, 1973. As a result 

of the aforementioned conviction, the United States 





Litigation Release No. 6231/February 4, 1974 Attorney decided on January 29, 1974 to dismiss the 
prosecution of a trial on one count of perjury, which trial | 
SEC v. TREASURE SALVORS, INC., et al (S.D. Fla., was slated to be held on January 31, 1974. 


Civil Action No. 74-93-CIV-NCR) 

For further information, see Litigation Releases numbered 
Jule B. Greene, Administrator of the Atlanta Regional 6046, 6087, 6117, 6149 and 6152. } 
Office, and Michael J. Stewart, Associate Regional Admin- 
istrator, Miami Branch Office of the Securities and Ex- 
change Commission, announced the filing of a com- 
plaint on January 28, 1974, in the United States District 
Court for the Southern District of Florida, at Miami, Florida, Litigation Release No. 6233/February 4, 1974 
seeking an injunction against Treasure Salvors, Inc. ("Sal- 
vors”), Armada Research, Inc., (“Armada”) and Melvin A. U.S. v. Patrick R. Reynaud, P.R. Reynold & Co. } 
Fisher ("Fisher”), all of Key West, Florida. The complaint (U.S.D.C., R.1.) 
charges that Salvors, Armada and Fisher, singly and in } 





' 
| 
| 
| 
Act of 1933 in the offer and sale of Salvors’ common stock, _ the District of Rhode Island and Floyd H. Gilbert, Admin: | ) 


concert, violated Sections 5(a) and 5(c) of the Securities Honorable Lincoln Almond, United States Attorney for 
as well as in the offer and sale of profit-sharing agreements istrator of the Boston Regional Office of the Securities and 
and investment contracts issued by Salvors and its wholly- Exchange Commission, announced today that a federal 
owned subsidiary Armada. grand jury sitting in Providence, Rhode Island, has 







returned a five-count indictment charging a Rhode Island 
On the same day, United States District Court Judge Norman brokerage firm and its undisclosed principal with vio- 
C. Roettger, Jr., entered an order permanently enjoining lations of Sections 15(b) (7) and 32 of the Securities Ex- 
the defendants from further violations of the registration change Act of 1934 and Title 18, Section 1001 of the 
provisions of the Securities Act. The defendants, without United States Code -- the “false statements and reports” 
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. provision. Named as defendants in the indictment are: P. Samuel B. Kogen Associates, Ltd., consented to the above 
: R. Reynold & Co. ("Reynold & Co.”), a biokerage firm head- judgments without admitting or denying the allegations of 
quartered at R.F.D., Greene, Rhode Island, registered with the Commission’s complaint. 


the Securities and Exchange Commission since September 
6, 1970; and Patrick R. Reynaud (”Reynaud”), an alleged For further information see Litigation Release No. 6184. 
undisclosed principal of the brokerage firm, who resides at 


the same address. 





The indictment, which was prepared for presentation to, < 
the grand jury by Robert Gammell, Assistant United States Litigation Release No. 6235/February 7, 1974 


Attorney in Providence, R.-1., and Willis H. Riccio, Chief 
Counsel for the S.E.C.’s Boston Regional Office, charged 
that Reynaud dominated and controlled Reynold & Co. 
but was not disclosed as a controlling person in filings 
made with the Securities and Exchange Commission. 


The indictment further charged that Reynaud had been 
barred by the Securities and Exchange Commission on 


United States v. William |. Strub, et al. (73 Cr. 654 SDNY) 


On December 14, 1973, in Federal Court in New York 

City, New York, United States District Court Judge Harold 
Tyler, Jr. sentenced William |. Strub (”Strub”) to the custody 
of the U.S. Attorney for two years, but suspended the 
execution of the sentence and placed Strub on probation 


January 26, 1971 from association with a broker-dealer in for three (3) years and fined him $10,000 following his 


connection with his activities in Dunhill Securities Corp., 


guilty plea to having violated the anti-fraud provisions of 


a New York brokerage firm. Despite the bar, according to the Federal securities laws. Strub, formerly of Glen Cove, 
the indictment, Reynaud, through Reynold & Co., effected Long Island, New York, was charged along with Ramon 
securities transactions with major Rhode Island brokerage D'Onofrio ("“D’Onofrio”) George Van Aken (“Van Aken”), 


offices. 


The indictment also charged that Reynaud had been en- 


Alfred Herbert (“Herbert”) and Peter Rosenthal (” Rosen- 
thal”) with violations in connection with the purchase, sale 
and manipulation of the common stock of Health Evaluation 


joined for securities violations in New York and had plead- Systems, Inc. (“Health”). The indictment charged that while 
ed guilty to criminal contempt in that city but had concealed Strub was a senior vice-president in charge of the foreign 
such facts in filings made with the Securities and Exchange department of R. W. Pressprich & Co., Inc., he entered into 


Commission. 


Finally, the indictment charged that in papers filed with 
the S.E.C., Reynaud caused Reynold & Co., by using 
different names, to conceal his association with the firm. 


an agreement with Van Aken to place 20,000 shares of 
Health stock into his customers’ accounts overseas at the 
manipulated price of $18 per share, for which he was paid 
a cash bribe of approximately $70,000. It was also alleged 
that Van Aken, D’Onofrio and Herbert split up the profits 
after expenses from the sale of the Health stock to Strub’s 


The investigation leading to the referral of this matter was clients. See also, Release No. 5991, dated July 24, 1973. 
conducted by William Nortman, Assistant Regional Admin- 


istrator of the New York Regional Office of the S.E.C., and 





Raymond D. Vaillancourt, Investigator for the Boston Re- 


gional Office. 


Litigation Release No. 6234/February 4, 1974 


SE.C. v. Andrew MacDonald (London) Ltd. et al. 
(D.C. Civil Action No. 2207-73) 


William R. Schief, Administrator of the Washington Re- 





Litigation Release No. 6236/February 7, 1974 


SECURITIES AND EXCHANGE COMMISSION v. MEMME 
& CO., et al., JOHN CHARLES FINA, APPELLANT (C.A. 
2) 


The Securities and Exchange Commission announced that, 
following oral argument on January 8, 1974, the Court of 
Appeals for the Second Circuit affirmed from the bench 
the entry by the United States District Court for the 


gional Office of the Securities and Exchange Commission, Southern District of New York of a preliminary injunction 


announced that on January 29, 1974, the Honorable 
William B. Jones, United States District Judge for the 


against John Charles Fina. Mr. Fina, vice president of 
Memme & Co., Inc., a broker-dealer in securities, was 


District of Columbia entered final judgments of permanent — temporarily enjoined, together with Memme and other 
injunction against Bryan H. O’Hara, Glen Head, New York, __ principals of that firm, from continuing Memme’s oper- 
and Samuel B. Kogen and Samuel B. Kogen Associates, Ltd., ations while in violation of the net capital, bookkeeping 


both of Elkins Park, Pennsylvania, enjoining them from 
further violations of the securities registration and anti- 
fraud provisions of the Securities Act of 1933, and the 
anti-fraud provisions of the Securities Exchange Act of 
1934, in the offer, sale and purchase of investment con- 
tracis and investments commonly known as securities in 


and supplemental reporting requirements of the Securities 
Exchange Act of 1934 and rules of the Commission pro- 
mulgated thereunder. The individual principals were also 
preliminarily enjoined from aiding and abetting such vio- 
lations with respect to Memme or any other broker-dealer 
with respect to which any of them may become a principal 


the form of investments in Scotch whiskey or securities of or controlling person. 


any other issuer. 


The defendants, Bryan H. O’Hara, Samuel B. Kogen and 


Mr. Fina, vice president of Memme, was responsible for the 
making of net capital computations for Memme and for the 
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maintenance of its books and records. The firm was found _ on an application by Panhandle Eastern Pipeline Company, 





















































by the Commission to be in violation of the required net (“the Company”) pursuant to Section 310(b) (1) (ii) of the 
capital and minimum capital requirements, and the books Trust Indenture Act of 1939 declaring that the trusteeship 
and records were not current and accurate. The firm has of The Chase Manhattan Bank ("the Bank”) under an in- 

ceased operations, and a receiver has been appointed by the denture of the Company dated April 1, 1964 and a new in- 
court for it. (See Litigation Release No. 6029.) denture dated February 1, 1974 is not so likely to involvea 


material conflict of interest as to make it necessary to dis- 
qualify the Bank from acting as trustee. No request for a 
hearing having been received by January 30, 1974, an order 
granting said application was issued. 





Litigation Release No. 6237/February 8, 1974 
ABATRONIX, INC., et al. 


William D. Moran, Administrator of the New York Region- 
al Office of the Securities and Exchange Commission, an- 
nounced that on February 4, 1974 the Commission filed a 
Complaint in the United States District Court for the 
Southern District of New York charging Abatronix, Inc. of 
Stamford, Connecticut; N. R. Maison & Co., Inc., a New 
York broker-dealer; Neal R. Maison (N.R. Maison & Co., 
Inc.’s president) Brooklyn, New York; Amalgamated Local 
Union 355, an independent union located in Jackson 
Heights, New York; United Welfare Fund (of Local Union 
355), Jackson Heights, New York; and Bernard Tolkow 
(the business manager of the Union and its fund), Flushing, 
New York, with violations of the anti-fraud provisions of 
the federal securities laws in connection with the offer, 
purchase, and sale of the common stock of Abatronix, Inc. 
The same defendants, along with Leo Glassman, a regis- 
tered representative, New York, New York, were also 
charged with violations of the prospectus delivery require- 
ments of the Securities Act of 1933. N.R. Maison & Co., 
Inc. and Neal R. Maison are additionally charged with vio- 
lations of the extension of credit, bookkeeping and supple- 
mental reporting provisions of the Securities Exchange Act 
of 1934. 





The Commission’s Complaint, which seeks injunctions 
against the defendants, alleges that the public offering of 
Abatronix stock was facilitated through the use of a 
materially false and misleading prospectus. It is alleged 
that the prospectus was misleading in that it failed to dis- 
close that the United Welfare Fund was acting as an under- 
writer through its purchase of two-thirds of the offering 
and that N.R. Maison & Co., Inc. had been suspended from 
its membership on the Boston Stock Exchange. It is further ) 
alleged that the defendants, through the prospectus and 

otherwise, misrepresented, among other things, the number } 
of shares actually being offered; the fact that subscribers’ 
monies would be refunded if 50,000 shares were not sold 
to the public within a specified period of time; and that a 
bona fide public offering had been consummated. 














TRUST INDENTURE ACT 





TRUST INDENTURE ACT OF 1939 
Release No. 355/February 4, 1974 







On January 3, 1974, the SEC issued a notice giving inter- 
ested persons until January 30, 1974, to request a hearing 


526/SEC DOCKET 














UNITED STATES 
GOVERNMENT PRINTING OFFICE 


DIVISION OF PUBLIC DOCUMENTS 


WASHINGTON, D.C. 20402 


OFFICIAL BUSINESS 


FIRST CLASS MAIL 


POSTAGE AND FEES Paip 
U.S. GOVERNMENT PRINTING OFF 
375 





SECD bacuneaep 618980 
DOCUMENTS 0 

KANSAS STATE UNIV LIBRARY 
WANHATTAN KS. 6506 oat 








FOR SALE BY THE SUPERINTENDENT OF DOCUMENTS, 
U.S. GOVERNMENT PRINTING OFFICE, WASHINGTON, D. C. 20402 
SUBSCRIPTION PRICE: $21.35 A YEAR: 
$5.35 ADDITIONAL FOR FOREIGN MAILING 


THE PRINTING OF THIS PUBLICATION HAS BEEN APPROVED BY THE 
OFFICE OF MANAGEMENT AND BUDGET 
(JANUARY 1, 1974) 





